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ECONOMIC  REPORT 
OF  THE  PRESIDENT 


ECONOMIC  REPORT  OF  THE  PRESIDENT 


T o  the  Congress  of  the  U nited  States: 

A  healthy  and  productive  economy  is  a  bulwark  of  freedom. 

Around  the  world  and  here  at  home,  our  trials  of  strength,  our  works 
of  peace,  our  quest  for  justice,  our  search  for  knowledge  and  under¬ 
standing,  our  efforts  to  enrich  our  environment  are  buttressed  by  an 
amazing  productive  power. 

Americans  have  confronted  many  challenges  in  this  century.  The  ones 
we  face  in  1967  are  as  trying  of  men’s  spirits  as  any  we  have  known.  But 
the  overwhelming  majority  of  us  face  our  challenges  in  comfort,  if  not 
affluence.  The  sacrifices  required  of  most  of  today’s  generation  are  not 
of  income  or  security;  rather  we  are  called  on  to  renounce  prejudice, 
impatience,  apathy,  weakness,  and  weariness. 

In  purely  material  terms,  most  Americans  are  better  off  than  ever 
before.  That  fact  expands  our  responsibilities,  as  it  enlarges  our  re¬ 
sources  to  meet  them. 

RECENT  ECONOMIC  GAINS 

An  average  of  74  million  persons  were  at  work  in  1966 — 2  million 
more  than  in  1965.  Nonfarm  payrolls  averaged  64  million,  a  gain  of 
3  million.  On  the  whole,  these  jobs  were  better  paying  than  ever,  and 
more  regular  and  more  secure  than  most  workers  can  remember. 

The  value  of  our  total  production  of  goods  and  services  in  1966  was 
$740  billion — $58  billion,  or  8/2  percent,  higher  than  in  1965.  More 
of  the  increase  than  we  wanted  represented  higher  prices.  Still,  the 
gain  was  nearly  5/2  percent  after  correction  for  price  changes. 

Labor,  business,  and  the  farmer  all  contributed  to  this  major  gain  in 
production,  and  they  rightly  shared  the  benefits. 

Aggregate  compensation  of  employees  rose  10.3  percent.  Average 
compensation  per  man-hour  in  the  private  economy  rose  6.5  percent,  re¬ 
flecting  increased  wages  and  fringe  benefits,  more  overtime,  the  shift  to 
higher-paying  jobs,  and  increased  employer  contributions  to  Social  Se¬ 
curity.  Corporate  profits  after  taxes  advanced  more  than  8  percent;  per 
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dollar  of  sales  they  were  roughly  unchanged  from  the  high  rate  of  1965. 
Net  income  per  farm  rose  more  than  10  percent. 

The  single  most  meaningful  measure  of  economic  well-being  is  real 
disposable  income  per  person — the  after-tax  purchasing  power  in  stable 
dollars,  available  on  the  average  to  every  man,  woman,  and  child.  It 
rose  percent  or  $89  per  person  in  1966.  Although  this  advance  was 
somewhat  smaller  than  in  1965,  it  was  still  three  times  as  large  as  the 
average  yearly  gain  in  the  1950’s. 

February  1961  launched  the  strongest  and  most  durable  economic 
expansion  in  our  economic  annals,  and  it  still  continues. 

•  Almost  9  million  jobs  have  been  added  in  the  last  6  years. 

•  The  rate  of  unemployment  has  fallen  from  7  percent  in  early  1961 
to  under  4  percent.  The  rate  for  white  adult  males  fell  from  5 
percent  to  2  percent;  for  Negro  men,  from  nearly  12  percent  to 
less  than  5  percent. 

•  Early  in  1961,  more  than  two-thirds  of  our  major  labor  markets 
were  “areas  of  substantial  unemployment” ;  today  only  8  of  the 
150  are  so  classified,  and  66  have  unemployment  below  3  per¬ 
cent. 

•  While  total  population  rose  11  million  between  1961  and  1965, 
the  number  of  Americans  in  poverty  declined  5J4  million,  and 
probably  fell  at  least  another  1  *4  million  in  1966.  (The  poverty 
definition  is  adjusted  for  the  increase  in  living  costs.) 

•  Our  gross  national  product  (GNP)  has  grown  50  percent  in  6 
years.  In  constant  prices,  the  gain  has  averaged  5*4  percent  a 
year.  The  physical  output  of  our  factories  and  mines  is  up  over 
50  percent. 

•  Private  output  per  man-hour  in  1966  was  19  percent  higher  than 
in  1961. 

•  The  6-year  addition  to  our  gross  stock  of  private  productive 
capital — machines,  buildings,  transportation  equipment,  land 
improvements,  and  inventories — is  valued  at  $220  billion. 

•  American  families  have  added  $470  billion  to  their  accumulated 
financial  assets.  They  have  added  $150  billion  to  their  debts. 
So  their  net  financial  position  is  $320  billion  stronger  than  6  years 
ago. 

OUR  ECONOMIC  PROBLEMS 

Prosperity  is  everywhere  evident.  But  prosperity  is  never  without 
problems,  and — in  1966 — some  of  them  were  serious. 


Some  Leading  Problems 

1 .  Economic  progress  still  left  far  too  many  behind. 

*  Nearly  3  million  workers  were  without  jobs  at  the  end  of  1966. 
Perhaps  two-thirds  of  them  were  “frictionally”  unemployed: 
new  entrants  to  the  labor  force  in  the  process  of  locating  a  job; 
persons  who  quit  one  job  to  seek  another;  workers  in  the  “off” 
months  of  seasonal  industries;  those  temporarily  laid  off  but  with 
instructions  to  return.  Their  unemployment  will  be  temporary; 
many  were  drawing  unemployment  insurance. 

*  But  most  of  the  remaining  third  will  wait  a  long  time  for  a  steady 
job.  They  are  the  “hard-core”  unemployed — lacking  the  neces¬ 
sary  skills  to  find  other  than  intermittent  work ;  the  victims  of  past 
or  present  discrimination;  those  unable  or  unwilling  to  move 
from  depressed  areas  and  occupations;  the  physically  or  emo¬ 
tionally  handicapped. 

*  Another  half  million  to  one  million  potential  workers  were  not 
even  counted  as  unemployed.  Many  had  long  ago  abandoned 
any  search  for  a  job.  Some  had  never  tried. 

*  But  even  among  those  who  worked  year-round,  some  2  million 
breadwinners — particularly  the  low-skilled  with  large  families — 
earned  incomes  insufficient  to  support  a  minimum  standard  of 
decent  subsistence. 

*  And  6J/^  million  families  were  poor  because  the  heads  of  their 
households  were  unable  to  work:  either  aged,  severely  handi¬ 
capped,  or  a  widowed  or  deserted  mother  with  young  children. 

Those  left  behind  used  to  be  called  the  “invisible  poor.”  But  an 
awakened  public  conscience  has  sharpened  the  vision  of  most  Americans. 

2.  Price  increases — although  less  than  in  many  comparable  periods — 
still  were  greater  than  we  wanted  or  should  long  tolerate. 

It  is  tempting  to  blame  the  creep  of  prices  on  the  greed  of  producers — 
or  the  irresponsibility  of  labor — or  Government  policies — or  bad 
weather — or  economic  disturbances  abroad.  '  Some  of  the  price  rise  may 
have  been  due  to  each.  But  the  main  causes  lay  elsewhere : 

*  Some  can  be  traced  to  imbalances  created  by  the  special  pressures 
of  Vietnam  procurement  and  booming  private  investment. 

*  The  spurt  of  demand — partly  real,  partly  psychological — that  fol¬ 
lowed  the  step-up  of  our  Vietnam  effort  in  mid- 1965  simply  ex¬ 
ceeded  the  speed  limits  on  the  economy’s  ability  to  adjust.  Our 
resources  were  sufficient  for  the  task ;  but  the  sheer  speed  of  the 
advance  strained  the  ability  of  industrial  management  to  mobilize 
resources  at  the  required  pace. 
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•  Some  price  advance  was  the  inevitable  cost  of  the  adjustments 
required  in  recovering  from  a  decade  of  slack : 

— Wages  had  to  be  raised  sharply  in  underpaid  occupations, 
which  previously  held  their  labor  only  because  the  alternative 
was  no  job  at  all. 

— Producers  in  once  stagnant,  low-profit  industries  saw  opf>or- 
tunities  for  expansion  and  found  it  possible  to  raise  prices  and 
earnings  in  order  to  attract  needed  capital. 

— Demand  pressed  harder  on  skilled  occupations  and  pro¬ 
fessional  services  where  we  had  trained  too  few  persons  to 
meet  the  needs  of  a  high  employment  economy. 

Some  price  increases  would  still  have  occurred  had  we  moved  at  a 
steadier  pace. 

But  these  price  increases  could  have  come  slowly  enough  and  have  been 
small  enough  not  to  threaten  a  chain  reaction  of  wages  chasing  other 
wages — wages  chasing  prices — prices  chasing  wages — and  prices  chasing 
other  prices. 

It  is  this  spiral  we  must  and  can  avoid.  But  it  will  require  resjjonsible 
action  on  the  part  of  all. 

3.  Achieving  equilibrium  in  our  balance  of  payments  remained  a  prob¬ 
lem,  in  spite  of  strong  new  measures. 

The  costs  of  Vietnam  required  us  to  spend  many  more  hundreds  of 
millions  of  dollars  beyond  our  shores.  At  the  same  time,  the  spurt  of 
demand  caused  our  imports — especially  of  capital  goods — to  soar. 

We  are  determined  to  continue  our  progress  toward  equilibrium. 

4.  Tight  money  and  high  interest  rates  concentrated  the  burden 
of  restraint  on  housing. 

Interest  rates  in  1966  were  as  high  as  at  any  time  in  40  years.  They 
were  pushed  there  by  an  insatiable  demand  for  credit,  straining  against  a 
deliberately  restricted  supply.  Monetary  policy  in  1966 — like  tax 
policy — was  properly  aimed  at  slowing  down  an  economy  expanding  too 
fast. 

The  brakes  applied  last  year  worked.  But  tight  money  worked  pain¬ 
fully  and  inequitably.  It  cut  construction  by  more  than  $8  billion 
during  1966.  Its  impact  was  equivalent  to  a  heavy  across-the-board  tax 
increase,  but  with  most  of  its  effect  concentrated  on  a  single  industry. 

Finding  Solutions 

We  will  move  this  year  toward  solutions  for  these  problems  and  others. 
But  they  cannot  all  be  completely  solved  in  1967. 
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Lifting  the  Burden  on  Housing 

Now  that  the  economy’s  advance  is  again  more  moderate,  the  burden 
of  tight  money  is  being  lifted.  Interest  rates  ^re  still  extremely  high — 
but  they  are  moving  down  from  their  peaks.  Credit  is  still  not  readily 
available  to  all  who  can  make  sound  and  productive  use  of  it — ^but  it  is 
becoming  easier  to  get.  More  savings  are  flowing  into  our  thrift  institu¬ 
tions  and  are  beginning  to  be  available  to  builders  and  homebuyers. 

The  steps  we  took  last  year  and  those  I  am  now  proposing,  the  steps 
the  Federal  Reserve  has  recently  taken  and  is  continuing  to  take  to  increase 
credit  availability  and  lower  interest  rates,  should  have  our  housing 
industry  moving  smartly  forward  by  the  end  of  1967,  and  ready  for  one 
of  its  best  years  in  1968. 

Restoring  Price  Stability 

The  advance  of  prices  has  already  begun  to  slow.  Wholesale  prices 
in  December  were  below  their  levels  of  August. 

The  more  moderate  pace  of  economic  advance  now  underway,  which 
the  policies  I  am  recommending  are  designed  to  maintain,  should 
further  diminish  inflationary  pressures. 

We  cannot  rescind  all  of  last  year’s  increases  in  costs,  some  of  which 
are  still  spreading  through  our  structure  of  prices.  Price  stability  cannot 
be  restored  overnight.  But  we  will  be  making  good  progress  toward 
price  stability  this  year.  I 

Improving  Our  International  Payments  i 

We  have  recently  announced  stronger  voluntary  balance  of  payments  I 
programs  for  1967.  Our  policies  to  constrain  economic  expansion  to  a  i 
sustainable  pace  should  permit  an  improved  export  surplus.  [ 

I  am  now  recommending  further  steps  to  strengthen  our  external  pay-  j 

ments.  Yet  so  long  as  we  remain  heavily  engaged  in  Southeast  Asia,  ' 

we  will  have  a  balance  of  payments  problem.  | 

Combating  Poverty  | 

We  will  continue  to  attack  poverty  and  deprivation  through  such  | 
weapons  as  -  \ 

— Community  Action  and  Head  Start ;  ^ 

— rent  supplements  and  child  nutrition; 

— aid  to  elementary  and  secondary  education  in  poverty  areas  and 
the  Teachers  Corps; 

— the  Manpower  Development  and  Training  Act,  the  Job  Corps, 
the  Neighborhood  Youth  Corps; 

— Medicare,  Medicaid,  and  neighborhood  health  centers; 

— measures  to  end  discrimination  in  jobs,  education,  and  public 
facilities; 
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— the  expanded  coverage  enacted  last  year  for  a  higher  minimum 
wage. 

I  am  proposing  that  our  attack  be  reinforced  with  new  weapons  in 
1967. 

Yet,  with  old  weapons  and  new,  the  war  on  poverty  will  not  be  won 
in  1967 — or  1968.  There  is  no  wonder  drug  which  can  suddenly  con¬ 
quer  this  ancient  scourge  of  man.  It  will  be  a  long  and  continuing 
struggle,  which  will  challenge  our  imagination,  our  patience,  our  knowl¬ 
edge,  and  our  resources  for  years  to  come.  Our  capacity  to  stay  with 
the  task  will  be  a  test  of  our  maturity  as  a  people. 

USING  THE  GAINS  OF  GROWTH 

From  early  1961  to  the  end  of  1966,  our  GNP  rose  an  average  of  $44 
billion  a  year.  About  $9  billion  a  year  was  price  increase.  Of  the 
balance 

•  An  average  real  gain  of  $10  billion  a  year  (in  1966  prices)  came 
from  putting  idle  men  and  machines  back  to  work. 

•  An  average  real  gain  of  $25  billion  a  year  (in  1966  prices)  came 
from  the  growth  of  our  resources:  a  larger  work  force,  more  and 
better  capital  and  management,  higher  productivity. 

Further  gains  from  putting  idle  resources  to  work  will  now  be  harder 
to  achieve. 

But  our  annual  dividend  from  growth  has  meanwhile  become  more 
generous.  In  1967  it  will  add  $30  billion  at  today’s  prices  to  our  po¬ 
tential  output. 

Our  economic  policies  must  assure  that  we  realize  this  potential 
dividend — and  use  it  wisely. 

Realizing  the  Growth  Dividend 

To  ensure  our  full  dividend  from  economic  growth  requires  that 
markets  for  goods  and  services  expand  steadily  and  adequately — but 
not  excessively.  In  recent  years,  we  have  tested  and  rehned  the  power 
of  fiscal  and  monetary  policy  to  stimulate  or  moderate  the  expansion 
of  total  demand. 

During  1966,  Federal  expenditures  were  expanding  rapidly.  But  tax 
policy  worked  to  counter  their  impact. 

Federal  expenditures  in  our  national  income  accounts  grew  $19 
billion  in  calendar  year  1966,  reflecting  the  step-up  in  national  defense; 
in  Social  Security,  Medicare,  and  related  payments;  and  in  grants  to 
State  and  local  governments.  They  added  strongly  to  private  pur- 
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chasing  power.  They  would  have  added  more  but  for  the  substantial 
expenditure  cutbacks  put  into  effect  during  the  year. 

On  the  other  side,  taxes  restrained  demand.  Higher  payroll  taxes, 
the  restoration  of  some  excise  taxes,  the  institution  of  graduated  with¬ 
holding,  and  the  suspension  of  tax  incentives  to  investment  all  repre¬ 
sented  new  measures  that  were  draining  off  more  than  $9  billion  of 
spendable  incomes  by  year-end.  In  combination,  and  for  the  full  year, 
these  measures  and  an  expanding  economy  produced  $18  billion  more 
in  revenues  than  in  1965.  Prompt  action  by  Congress  in  resjionse  to  my 
tax  proposals  of  January  and  September  made  tax  policy  an  important 
force  for  economic  restraint. 

Taking  the  two  sides  together,  our  national  income  accounts  budget 
was  in  surplus  in  the  first  half  and  in  balance  for  1966  as  a  whole. 

But  as  private  investment  threatened  to  outrun  private  saving,  sharp 
monetary  restraint  was  also  applied.  In  response  to  both  fiscal  and 
monetary  restraints,  the  economy  shifted  gears  from  excessive  speed  to 
a  moderate  advance. 

Fiscal  Policy  for  1967 

In  the  year  ahead  we  are  determined  to  maintain  that  moderate 
advance;  we  need  no  further  slowdown;  we  can  tolerate  no  new  spurt 
of  demand.  After  midyear,  the  tax  increase  I  have  proposed  and  a 
more  moderate  growth  of  Federal  spending  will  increase  the  freedom  of 
monetary  policy  to  support  expansion.  I  am  confident  that  the  oppor¬ 
tunity  will  be  used. 

The  specific  fiscal  program  I  am  recommending  includes 

— a  surcharge  of  6  percent  on  the  tax  liabilities  of  individuals, 
exempting  persons  in  the  lowest  income  brackets; 

— the  same  6  percent  surcharge  on  the  tax  liabilities  of  corporations. 

Here  are  some  examples  of  the  effect  of  this  proposal,  as  applied  to 
a  married  couple  with  two  dependents,  using  typical  deductions: 

•  With  $5,000  income,  their  tax  will  be  unchanged — still  $130 
lower  than  they  would  have  paid  in  1963. 

•  With  $10,000  income,  their  tax  in  1968  will  rise  $67,  or  $1.30 
a  week.  Their  annual  tax  will  still  be  $190  less  than  they  would 
have  paid  in  1963. 

•  With  $20,000  income,  their  tax  in  1968  will  rise  $190,  or  $3.65 
a  week.  But  their  annual  tax  will  still  be  $450  less  than  they 
would  have  paid  in  1963. 

A  corporation  with  profits  before  tax  of  $100,000  will  pay  an  extra 
$2,490.  It  will  still  pay  $2,510  less  than  it  would  have  paid  in  1963. 
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One  with  profits  of  $1,000,000  will  pay  an  extra  $28,410,  still  $12,590 
less  than  it  would  have  paid  in  1963. 

The  surcharge  will  provide  for  $5.1  billion  of  extra  revenues  in  fiscal 
year  1968  on  a  national  income  accounts  basis,  substantially  offsetting 
the  expansion  of  $5.8  billion  in  defense  purchases. 

The  national  income  accounts  budget  will  also  be  affected  by  my  pro¬ 
posals  for  Social  Security  benefits  and  taxes. 

After  allowance  for  these  changes,  the  national  income  accounts  deficit 
for  fiscal  year  1968  is  now  estimated  at  $2.1  billion,  compared  with 
$3.8  billion  in  fiscal  year  1967. 

I  am  also  recommending  two  further  accelerations  of  corporate  tax 
payments,  to  begin  in  1968: 

— requiring  quarterly  payment  of  estimated  tax  on  the  basis  of  80 
percent  rather  than  70  percent  of  liability; 

— requiring,  over  a  5-year  period,  that  small  corporations,  as  well 
as  large,  become  current  in  their  tax  payments,  in  the  same  way 
as  individual  proprietors. 

We  have  fashioned  a  fiscal  program  for  sustainable  expansion.  With 
that  program,  we  now  see  a  rise  of  about  $47  billion  in  our  GNP  in 
1967 — a  growth  dividend  close  to  4  percent  in  real  terms. 

Using  the  Growth  Dividend 

The  first  priority  for  the  use  of  our  growth  dividend  must,  as  always, 
be  the  defense  of  freedom.  But  it  will  take  only  a  small  part  of  our  $47 
billion  of  added  production. 

These  will  be  the  public  claims  on  our  growth  dividend : 

•  $10  billion  more  of  our  output  in  1967  will  go  for  the  supp)ort  of 
our  men  in  Vietnam  and  other  urgent  needs  of  defense. 

•  $1/2  billion  will  go  for  the  expansion  of  other  Federal  purchases, 
including  adjustments  in  Federal  civilian  and  military  pay. 

"  State  and  local  governments  will  use  about  $8  billion  more  of  the 
Nation’s  resources  in  1967.  In  this,  they  will  be  aided  by  Federal 
grants  totaling  nearly  $15  billion. 

The  remaining  $27*4  billion  of  our  GNP  gain  in  1967 — nearly  60 
j>ercent  of  it — will  be  used  in  the  private  sector.  And  the  flow  of  goods 
and  services  to  consumers  will  expand  this  year  by  even  more  than  that. 

•  In  the  past  several  years,  an  unusually  large  part  of  our  output 
growth  has  gone  to  expand  the  productive  capacity  of  business 
and  to  build  up  inventories  to  support  high  and  growing  produc¬ 
tion  and  sales.  On  balance,  a  slightly  smaller  portion  of  our  re- 

\  sources  will  be  used  for  these  purposes  in  1967  than  in  1966. 
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•  For  the  year  as  a  whole,  slightly  less  of  our  resources  than  last 
year  will  be  used  to  build  new  homes,  although  a  sharp  recovery 
in  residential  construction  from  its  current  deep  recession  is 
expected  during  the  course  of  the  year. 

As  the  flow  of  goods  and  services  to  consumers  expands,  the  ability  of 
our  elderly  citizens  to  share  in  these  gains  will  be  supported  by  a  rise  of 
more  than  $6  billion  in  Social  Security  and  Medicare  payments. 

In  1967,  we  will  have  no  bonus  dividend  from  using  previously  idle 
resources.  But  the  dividend  from  growth  alone  is  a  big  one.  We  must 
be  sure  we  get  it ;  and  we  must  use  it  wisely. 

RESTORING  PRICE  STABILITY 

From  the  beginning  of  1961  until  1965,  the  United  States  enjoyed 
both  price  stability  and  a  strongly  expanding  economy.  The  average  of 
wholesale  prices  hardly  moved,  and  consumer  prices  rose  only  a  little 
more  than  1  percent  a  year.  Last  year,  that  record  was  blemished. 
Consumer  prices  rose  2.9  percent  between  1965  and  1966,  wholesale 
prices  3.2  percent. 

When  we  were  involved  in  Korea,  consumer  prices  rose  8.0  percent 
between  1950  and  1951,  wholesale  prices  11.4  percent.  And  we  had 
price  controls  during  most  of  1 95 1 . 

Even  when  we  were  not  at  war,  consumer  prices  rose  3.5  percent 
between  1956  and  1957,  wholesale  prices  2.9  percent. 

Nevertheless,  we  are  not  satisfied  with  our  record  on  prices.  And  we 
expect  to  improve  on  it  this  year. 

There  are  many  reasons  why  we  refuse  to  tolerate  rapidly  rising  prices : 

•  They  injure  those  with  fixed  incomes,  especially  older  people. 

•  They  can  lead  to  speculation  and  economic  distortions  which 
could  undermine  prosperity. 

•  They  weaken  our  competitive  position  in  world  markets. 

•  As  they  persist,  they  become  harder  to  stop  without  throwing  the 
economy  into  reverse. 

Restoring  price  stability  is  one  of  our  major  tasks.  It  will  not  be  ac¬ 
complished  all  at  once,  or  all  in  1967.  That  could  be  done — if  at  all — 
only  at  the  cost  of  mass  unemployment,  idle  machines,  and  intolerable 
economic  waste.  But  a  gradual  return  to  stability  can  go  hand  in  hand 
with  steady  economic  advance. 

Such  an  improvement  will  require 

— prudent  fiscal  and  monetary  policies; 

— Government  efforts  to  help  relieve  the  key  points  of  pressure  on 
prices; 


— the  responsible  conduct  of  those  in  business  and  labor  who  have 
the  power  to  make  price  and  wage  decisions. 

With  steady,  sustainable,  and  balanced  growth,  we  can  look  for¬ 
ward  to 

— relief  of  pressures  on  capacity  in  such  strained  areas  as  ma¬ 
chinery  and  metals ; 

— adjustments  of  raw  materials  supplies  to  demand ; 

— the  end  of  labor  shortages  in  key  areas. 

Other  efforts  of  the  Federal  Government  can  help  to  relieve  particular 
pressures  on  prices  and  wages.  We  will  continue 

— ^to  develop  manpower  training  programs  to  meet  skill  shortages ; 
— to  increase  the  efficiency  of  the  employment  services  in  matching 
jobs  and  men ; 

— ^to  handle  Government  procurement  so  as  to  minimize  its  pres¬ 
sure  on  prices; 

— to  dispose  of  surplus  Government  stockpiles  to  alleviate  shortages 
of  raw  materials; 

— ^to  manage  farm  programs  to  assure  adequate  supplies  as  well 
as  equitable  returns. 

But  efforts  of  the  Government  alone  will  not  be  enough.  The  coop¬ 
eration  of  business  and  labor  is  essential  for  success. 

In  the  past  year,  most  businessmen  who  had  a  choice  in  setting  prices 
and  most  trade  unions  that  negotiated  wage  contracts  acted  responsibly. 
They  did  so  because  they  took  account  of  the  national  interest  and 
saw  that  it  was  also  their  gwn. 

If  business  and  labor  were  to  consider  only  their  own  short-run  interests 
— each  union  might  seek  a  wage  increase  which  exceeds  the  most 
recent  setdement  by  some  other  union ; 

— each  business  might  strive  to  achieve  a  new  profit  record  by  trans¬ 
lating  strong  demand  into  higher  prices,  whether  or  not  costs 
have  increased. 

But  when  business  and  labor  consider  the  national  interest — and  their 
own  longer-run  interests — they  realize  that  such  actions  would  have  only 
one  result:  a  wage-price  spiral  which  is  in  the  interest  of  neither. 

•  If  unions  now  attempt  to  recoup  in  wages  all  of  the  past  or  an¬ 
ticipated  advance  in  the  cost  of  living — in  addition  to  the  pro¬ 
ductivity  trend ; 

•  If  businesses  now  seek  to  pass  along  rising  costs  when  it  would  be 
possible  to  absorb  them  or  do  not  reduce  prices  when  costs  fall; 

then  the  result  will  be  just  such  a  spiral — damaging  to  business,  damaging 
to  labor,  and  disastrous  to  the  Nation. 


Once  again,  I  appeal  to  business  and  labor — in  their  own  interest  and 
that  of  the  Nation — for  the  utmost  restraint  and  responsibility  in  wage 
and  price  decisions. 

INTERNATIONAL  ECONOMIC  POLICIES 

The  current  year  is  a  critical  one  for  our  international  economic  policies 
and  for  the  economic  progress  of  the  world  community. 

As  the  largest  single  market  and  source  of  capital,  the  United  States 
carries  special  responsibilities. 

Trade 

This  Administration  is  committed  to  reducing  barriers  to  interna¬ 
tional  trade,  as  demonstrated  by  my  recent  action  terminating  the  1954 
escape  clause  action  on  watches,  and  rolling  back  the  special  tariff  on 
imports  of  glass. 

The  Kennedy  Round  of  trade  negotiations  is  now  entering  its  final  and 
most  critical  phase.  I  emphasize  once  more  how  important  this  great 
attempt  to  liberalize  world  trade  is  for  all  the  developed  and  developing 
nations  of  the  free  world. 

After  more  than  4  years  of  discussion,  it  is  essential  that  the  participants 
now  resolve  the  many  complex  problems  that  still  remain.  It  would 
indeed  be  a  tragedy  if  the  wide  authority  granted  to  the  President  by  the 
>  Trade  Expansion  Act  of  1962  were  allowed  to  lapse  unused.  Never 
before  has  there  been  such  a  splendid  opportunity  to  increase  world  trade. 
It  must  not  be  lost. 

But  the  Kennedy  Round  is  not  the  end  of  the  road.  We  must  look 
beyond  the  negotiations  in  Geneva  to  further  progress  in  the  years  ahead. 
We  must  begin  to  shape  a  trade  policy  for  the  next  decade  that  is  respon¬ 
sive  to  the  needs  of  both  the  less  developed  and  the  advanced  countries. 

We  should  seize  every  opportunity  to  build  and  enlarge  bridges  of 
peaceful  exchange  with  the  countries  of  Eastern  Europe  and  the  Soviet 
Union.  We  should  have  the  ability  to  adapt  our  policies  to  whatever 
political  circumstances  or  commercial  opportunities  may  present  them¬ 
selves.  I  again  urge  the  Congress  to  provide  authority  to  expand  our 
trade  relations  with  Eastern  Europe  and  the  Soviet  Union. 

Aid 

Although  1966  was  a  relatively  good  year  for  world  economic  growth, 
average  output  in  developing  countries  rose  by  less  than  $3  a  person. 
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There  were,  however,  encouraging  signs  of  progress.  Developing 
nations  demonstrated  a  willingness  to  take  difficult  but  necessary  steps 
to  help  themselves.  India,  for  example,  revised  her  foreign  exchange 
and  agricultural  policies  to  promote  more  rapid  growth. 

Among  the  wealthier  nations,  stronger  efforts  were  made  to  assist  the 
development  of  the  poorer  countries.  Canada  and  Japan  increased 
their  assistance  programs.  Major  free  world  aid  donors  joined  in  new 
groups  to  coordinate  their  flow  of  aid. 

The  United  States  will  continue  to  respond  constructively  to  the  aspira¬ 
tions  of  the  developing  nations.  We  will  give  first  priority  to  fighting  the 
evils  of  hunger,  disease,  and  ignorance  in  those  free  world  countries 
which  are  resolutely  committed  to  helping  themselves. 

There  should,  however,  be  increasing  efforts  to  make  both  the  receiv¬ 
ing  and  giving  of  aid  a  matter  for  creative  international  partnership. 
We  shall  therefore 

— continue  to  support  enthusiastically,  in  a  manner  consistent 
with  our  balance  of  payments  position,  such  promising  coopera¬ 
tive  regional  efforts  as  the  Alliance  for  Progress,  the  Inter-Ameri¬ 
can,  the  Asian,  and  the  African  Development  Banks,  and  the 
Mekong  Development  Fund  of  the  United  Nations; 

— further  encourage  the  coordinated  extension  and  expansion  of 
aid  by  the  major  donor  countries  in  ways  that  result  in  an 
equitable  sharing  of  the  burden ; 

— ^seek  the  cooperation  of  other  major  donor  countries  this  year  in 
replenishing  the  resources  of  the  International  Development  As¬ 
sociation. 

Balance  of  Payments 

We  can  take  some  satisfaction  in  the  fact  that  our  balance  of  payments 
in  1966  may  prove  to  have  been  in  surplus  on  official  reserve  setdements. 
Despite  the  added  costs  of  the  war  in  Vietnam  and  the  rapid  growth  of 
imports,  our  deficit  on  a  liquidity  basis  increased  only  slightly  in  1966. 

But  we  cannot  relax  our  efforts  to  seek  further  improvement. 

Our  goal  in  the  coming  year  is  to  continue  to  move  toward  balance  of 
payments  equilibrium  as  rapidly  as  the  foreign  exchange  costs  of  the 
Vietnam  conflict  may  permit.  This  goal  will  be  supported  through 
measures  and  policies  consistent  with  healthy  growth  at  home  and  our 
responsibilities  abroad. 

We  already  have  extended  and  reinforced  the  voluntary  restraint  pro¬ 
grams  for  corporate  investment  abroad  and  for  foreign  lending  by 
financial  institutions.  I  am  counting  on  the  continued  full  cooperation 
of  businesses  and  banks  with  these  programs  in  1967.  And  I  have 
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instructed  all  agencies  of  the  Government  to  intensify  their  efforts  to  limit 
the  dollar  drain  resulting  from  their  activities. 

But  more  is  needed.  I  now  recommend  the  following  steps: 

1. The  Congress  should  extend  the  Interest  Equalization  Tax,  in 
strengthened  form,  to  July  31,  1969.  This  tax  has  proved  ex¬ 
tremely  useful  in  limiting  the  borrowing  of  developed  countries  in 
our  capital  markets  and  in  reinforcing  the  Federal  Reserve  volun¬ 
tary  program.  As  we  move  toward  easier  money  in  the  United 
States,  foreign  borrowing  in  our  financial  markets  may  tend  to 
increase.  I  am  therefore  requesting  authority  to  adjust  the 
rates  of  the  Interest  Equalization  Tax  as  monetary  conditions 
warrant,  so  that  the  effective  impact  on  interest  costs  can  be  varied 
between  zero  and  2  percent.  This  would  replace  the  present  flat 
1 -percent  impact. 

Moreover,  to  ensure  against  p)ossible  anticipatory  increases  in 
foreign  borrowing,  I  am  also  requesting  that  the  tax  be  imposed 
at  rates  which  provide  an  impact  of  2  percent  on  interest  costs 
while  the  legislation  is  under  consideration  by  Congress. 

2.  The  most  satisfactory  way  to  arrest  the  increasing  gap  between 
American  travel  abroad  and  foreign  travel  here  is  not  to  limit 
the  former  but  to  stimulate  and  encourage  the  latter.  I  shall 
appoint  in  the  near  future  a  special  industry-Govemment  task 
force  to  make  specific  recommendations  by  May  1,  1967,  on 
how  the  Federal  Government  can  best  stimulate  foreign  travel 
to  the  United  States.  After  a  careful  review  of  their  advice, 
I  shall  ask  the  U.S.  Travel  Service  and  other  appropriate  agencies 
to  take  the  steps  that  seem  most  promising. 

3.  As  part  of  our  long-run  balance  of  payments  program,  I  shall 
also 

— request  continuation  and  expansion  by  $4.5  billion  of  the 
lending  authority  of  the  Export-Import  Bank  in  order  to 
support  the  expansion  of  experts; 

— continue  to  urge  other  countries  to  participate  in  the  de¬ 
velopment  of  better  means  both  of  sharing  the  resource 
burdens  and  of  neutralizing  the  balance  of  payments  ef¬ 
fect  arising  from  the  common  defense  and  foreign  assist¬ 
ance  efforts. 

4.  For  the  longer  run  strength  of  our  payments  balance,  we  should 
intensify  efforts  to 

— stimulate  exp)orters’  interest  in  supplying  foreign  markets; 
— enlist  the  support  of  the  financial  community  to  attract 
additional  foreign  investment  in  the  United  States; 

— encourage  further  development  of  foreign  capital  markets. 


Improving  the  International  Monetary  System 

In  1966,  significant  progress  was  made  toward  a  better  international 
monetary  system.  Through  close  consultation  and  cooperation  among 
the  financial  authorities  of  major  countries,  temporary  strains  were  met 
promptly  and  effectively. 

Two  large  forward  steps  were  taken  on  the  road  to  international  mone¬ 
tary  reform:  wide  consensus  was  reached  on  basic  principles  for  the 
deliberate  creation  of  additional  reserve  assets;  and  the  negotiations 
advanced  to  a  second  stage  in  which  all  members  of  the  International 
Monetary  Fund  are  participating. 

An  even  greater  effort  must  be  made  in  the  coming  year  to  improve 
our  monetary  system.  In  particular,  I  urge  that 

— all  countries  participate  in  the  continuing  task  of  strengthening 
the  basic  monetary  arrangements  that  have  served  the  world  so 
well; 

— both  surplus  and  deficit  countries  assume  their  full  responsibility 
for  proper  adjustment  of  international  payments  imbalances,  and 
cooperate  in  efforts  to  lower  world  interest  rates; 

— full  agreement  be  reached  on  a  constructive  contingency  plan 
for  the  adequate  and  orderly  growth  of  world  monetary  reserves^ 

HELPING  THE  DISADVANTAGED  * 

The  United  States  is  the  first  large  nation  in  the  history  of  the  world 
wealthy  enough  to  end  poverty  within  its  borders.  There  are  many 
fronts  in  the  War  on  Poverty.  We  are  moving  forward  on  them  all. 

•  There  must  be  full  employment  so  that  those  qualified  and  able 
to  work  can  find  jobs.  .  .  .  The  unemployment  rate  last  year 
was  the  lowest  in  1 3  years. 

•  Those  not  now  fully  qualified  must  be  given  the  education  and 
training,  the  health  and  guidance  services  which  will  enable  them 
to  make  their  full  contribution  to  society.  ...  We  have  greatly 
increased  our  aid  to  education  and  enlarged  our  training  pro¬ 
grams,  and  we  will  expand  them  further. 

•  For  those  who  will  be  unable  to  earn  adequate  incomes,  there 
must  be  help — most  of  all  for  the  benefit  of  children,  whose 
misfortune  to  be  bom  poor  must  not  deprive  them  of  future  op¬ 
portunity.  .  .  .  We  have  increased  our  income  support,  and  we 
will  increase  it  further. 

•  Wherever  the  poor  and  disadvantaged  are  concentrated,  inten¬ 
sive  and  coordinated  programs  to  break  the  cycle  of  deprivation 
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and  dependency  must  continue  and  be  reinforced.  ...  We  have 
instituted  these  programs  in  hundreds  of  cities  and  rural  areas; 
we  are  expanding  them  and  designing  others. 

Income  Guarantees 

Completely  new  proposals  for  guaranteeing  minimum  incomes  are 
now  under  discussion.  They  range  from  a  “negative  income  tax”  to  a 
complete  restructuring  of  Public  Assistance  to  a  program  of  residual 
public  employment  for  all  who  lack  private  jobs.  Their  advocates 
include  some  of  the  sturdiest  defenders  of  free  enterprise.  These  plans 
may  or  may  not  prove  to  be  practicable  at  any  time.  And  they  are 
almost  surely  beyond  our  means  at  this  time.  But  we  must  examine  any 
plan,  however  unconventional,  which  could  promise  a  major  advance. 
I  intend  to  establish  a  commission  of  leading  Americans  to  examine  the 
many  proposals  that  have  been  put  forward,  reviewing  their  merits  and 
disadvantages,  and  reporting  in  2  years  to  me  and  the  American  people. 

Public  Assistance 

Our  system  of  public  assistance  is  now  30  years  old  and  has  obvious 
faults.  The  standards  of  need  set  by  many  States  are  unrealistically 
low;  benefits  are  further  restricted  by  excessively  stringent  eligibility  con¬ 
ditions.  In  some  respects  the  system  jxirjjetuates  dependency. 

1.  State  standards  of  need  are  miserably  low.  In  18  States  a  family 
of  4  is  presumed  able  to  manage  for  a  month  on  $45  a  person — or  less. 
And  in  many  States,  actual  payments  average  far  below  their  own  stand¬ 
ards  of  need. 

It  is  time  to  raise  payments  toward  more  acceptable  levels. 

As  a  first  step,  I  ask  the  Congress  to  require  that  each  State’s  pay¬ 
ments  at  least  meet  its  own  definition  of  need;  and  that  its  definition 
should  be  kept  up  to  date  annually  as  conditions  change. 

2.  With  minor  exceptions,  payments  under  public  assistance  are  re¬ 
duced  dollar  for  dollar  of  earnings  by  the  recipient,  removing  any  in¬ 
centive  to  accept  part-time  work.  We  should  encourage  self-help,  not 
penalize  it. 

It  is  time  to  put  an  end  to  this  100  percent  tax  on  the  earnings  of 
those  on  public  assistance. 

I  shall  therefore  ask  Congress  to  enact  payment  formulas  which 
will  permit  those  on  assistance  to  keep  some  part  of  what  they  may 
earn,  without  loss  of  payments. 

3.  Many  recipients  of  public  assistance  are  capable  of  receiving  train¬ 
ing  which  would  ultimately  make  them  self-supporting. 
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I  therefore  urge  the  Congress  to  make  permanent  the  Unemployed 
Parent  and  Community  Work  and  Training  programs  associated 
with  Aid  to  Families  with  Dependent  Children  (AFDC),  and  to 
require  all  States  receiving  Federal  support  under  AFDC  to  cooper¬ 
ate  in  making  Community  Work  and  Training  available  for  the 
unemployed  parents  of  dependent  children. 

Training  and  Employment 

The  coexistence  of  job  vacancies  and  idle  workers  unable  to  fill  them 
represents  a  bitter  human  tragedy  and  an  inexcusable  economic  waste. 
One  of  society’s  most  creative  acts  is  the  training  of  the  unemployed,  the 
underemployed,  or  the  formerly  unemployable  to  fill  those  vacancies. 

A  dynamic  economy  demands  new  and  changing  skills.  By  enabling 
workers  to  acquire  those  skills,  we  open  opportunities  for  individual  de¬ 
velopment  and  self-fulfillment.  And  we  make  possible  higher  produc¬ 
tion  without  inflationary  pressures. 

I  shafl  ask  the  Congress  for  funds  to  support  a  new  and  special  effort 
to  train  and  find  jobs  for  the  disadvantaged  who  live  in  urban  ghettos. 

I  shall  also  propose  legislation  to  improve  the  effectiveness  of  the 
Federal-State  employment  service. 

Social  Security 

Millions  of  aged  still  live  in  jxjverty.  Millions  of  younger  Americans 
are  willing  to  pay  for  more  adequate  retirement  benefits  in  the  future. 

I  ask  the  Congress  to  approve  an  over-all  20  percent  increase  in  our 
Social  Security  program.  We  can  increase  benefits  for  all  Social  Secu¬ 
rity  beneficiaries  by  at  least  15  percent,  raise  the  minimum  benefit  by 
59  percent  to  $70  a  month,  assure  workers  with  25  years  of  coverage 
at  least  $100  a  month,  extend  Medical  Insurance  to  disabled  beneficiaries, 
and  allow  larger  earnings  without  loss  of  benefits. 

Unemployment  Insurance 

Our  system  of  unemployment  insurance  was  created  in  a  world  of 
massive  unemployment.  The  needs  of  a  high  employment  economy  are 
different.  Today,  when  jobs  are  available,  the  jobless  who  exhaust  their 
benefits  typically  need  training,  guidance,  or  other  supportive  services. 

Therefore,  I  am  asking  the  Congress  to  consider  legislation  to  provide 
such  services  in  conjunction  with  extended  benefits  to  the  long-term 
unemployed,  to  extend  the  protection  of  the  system  to  additional  work¬ 
ers,  to  establish  more  uniformly  adequate  benefits,  and  to  correct  abuses. 


CITIES  AND  HOUSING 

The  American  city  is  not  obsolete;  it  is  still  a  great  engine  for  economic 
and  social  progress.  But  cities  are  in  trouble,  threatened  by  congestion, 
pollution,  crime,  poverty,  racial  tension,  slums,  and  blight. 

Yesterday’s  rural  poor  have  been  moving  to  the  city  just  as  many  of 
the  jobs  they  seek  and  need  have  been  moving  to  the  suburbs.  In¬ 
adequate  transportation  and  discrimination  in  housing  make  it  dif¬ 
ficult  for  them  to  follow  the  jobs;  and  deficiencies  of  education,  health, 
and  skills  compound  their  disadvantages. 

Most  cities  cannot  afford  the  massive  expenditures  necessary  to  solve 
these  problems.  The  flight  of  higher  income  families  and  businesses 
to  the  suburbs  erodes  sources  of  revenue  for  the  cities,  even  as  expendi¬ 
ture  demands  escalate.  Inflexible  city  limits  have  created  a  hodgepodge 
of  local  taxing  jurisdictions,  often  dividing  the  tax  base  from  the  need. 
The  cities  cannot  collect  for  the  many  benefits  they  supply  to  residents 
of  the  suburbs. 

The  problems  of  the  cities  flow  across  irrelevant  boundaries  established 
by  historical  accident.  So  solutions  must  draw  on  the  resources  and 
imagination  of  a  larger  area.  Our  efforts  have  been  aimed  to  encourage 
a  metropolitan  approach  to  metropolitan  problems. 

We  must  also  find  ways  to  enlist  more  fully  the  resources  and  imagina¬ 
tion  of  private  enterprise  in  the  great  task  of  restoring  our  cities. 

I  have  just  appointed  a  Commission,  under  the  chairmanship  of 
Senator  Paul  H.  Douglas,  to  work  with  the  Department  of  Housing 
and  Urban  Development  to  examine  problems  of  codes,  zoning,  taxa¬ 
tion,  and  development  standards  and  to  recommend  ways  to  increase 
the  supply  of  low-cost  housing.  I  am  convinced  that  this  study  can 
mzike  a  major  contribution  to  the  solution  of  urban  problems. 

Last  year,  the  Congress  enacted  the  pathbreaking  Model  Cities  legis¬ 
lation.  The  Federal  Government  will  help  cities  to  focus  all  available 
programs  on  their  needs — eventually  to  overwhelm  the  problems  that 
have  heretofore  overwhelmed  the  cities. 

More  than  70  cities  will  have  completed  their  plans  and  be  eligible  to 
start  receiving  assistance  in  1968.  Federal  aid  for  water  and  sewer 
projects,  open  land  conservation,  and  urban  mass  transp)ortation  is  en¬ 
couraging  a  more  coordinated  approach  to  metropolitan  problems.  I 
seek  increased  appropriations  for  all  of  these  programs.  And  I  shall 
seek  authorization  and  resources  for  a  greatly  expanded  program  of 
research  on  urban  problems. 
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Growth  in  the  number  and  incomes  of  American  families  will  re¬ 
quire  us  to  build  about  2  million  new  houses  a  year  for  the  next  decade, 
most  of  them  in  and  around  cities.  Last  year,  housing  bore  a  dispropor¬ 
tionate  part  of  the  burden  of  needed  restraint.  But  we  are  now  moving 
into  a  period  of  renewed  homebuilding.  I  look  for  construction  to 
rise  briskly  during  1967. 

Federal  programs  for  fiscal  1968  will  assist  in  construction  or  renova¬ 
tion  of  165,000  housing  units  for  the  urban  poor,  the  elderly,  and  the 
handicapped.  The  Rent  Supplement  program  will  contribute  to  this 
goal. 

This  year  will  be  a  brightening  one  for  the  housing  industry;  it  can 
also  be  a  landmark  year  in  the  progress  and  evolution  of  our  cities. 

EDUCATION  AND  HEALTH 

Individually  and  collectively,  Americans  have  insatiable  appetites  for 
more  education  and  better  health.  Education  and  health  contribute 
both  to  individual  well-being  and  to  the  Nation’s  productivity.  But  far 
too  many  of  our  urban  and  rural  poor  are  denied  adequate  access  to 
either.  The  efficiency  of  our  methods  of  education  and  of  providing 
medical  care  can  and  should  be  strengthened. 

History  will  record  these  years  as  the  time  when  this  Nation  awoke  to 
its  needs — and  its  limitations — in  education  and  health.  The  Ele¬ 
mentary  and  Secondary  Education  Act,  Head  Start,  the  Teachers  Corps, 
Medicare,  Medicaid,  and  the  Partnership  in  Health  will  be  landmarks 
in  our  social  and  economic  development. 

I  shall  propose 

— an  expanded  Head  Start  program;  a  Follow-Through  program 
in  the  early  years  of  school;  and  the  opening  of  other  new  educa¬ 
tional  opportunities  for  children ; 

— both  legislative  and  administrative  changes  to  accelerate  research 
and  development  on  more  efficient  and  effective  ways  of  pro¬ 
viding  health  resources; 

— an  expanded  child  health  program,  including  early  diagnosis  and 
treatment,  a  pilot  program  of  dental  care,  and  the  training  of  ad¬ 
ditional  health  personnel  to  provide  services  to  children. 

ABATING  POLLUTION 

A  polluted  environment  erodes  our  health  and  well-being.  It  dimin¬ 
ishes  individual  vitality;  it  is  costly  to  industry  and  agriculture;  it  has 


debilitating  effects  on  urban  and  regional  development;  it  takes  some  of 
the  joy  out  of  life. 

The  89th  Congress  enacted  important  legislation  to  improve  the  qual¬ 
ity  of  our  environment.  All  50  States  have  now  signified  their  intention 
to  establish  water  quality  standards  for  their  interstate  and  coastal  waters. 
The  Federal  Government  is  assisting  State  and  local  governments  through 
comprehensive  water  basin  planning,  and  is  providing  financial  help  to 
States  for  the  administration  of  water  pollution  control  and  to  local  areas 
for  the  construction  of  sewage  treatment  facilities.  In  addition,  we  are 
studying  appropriate  methods  to  encourage  industry  to  control  its  dis¬ 
charge  of  pollutants. 

The  foundation  for  abating  air  pollution  was  laid  in  the  Clean  Air 
Act  of  1965.  But  the  air  over  every  city  proves  that  further  steps  are 
necessary. 

I  propose  that  we  get  on  with  the  jobs  6f  preserving  and  restoring  our 
environment.  I  will  present  detailed  proposals  on  control  of  air  pollu¬ 
tion  in  another  message. 

IMPROVING  OUR  TAX  SYSTEM 

Our  tax  system  is  one  in  which  we  can  take  pride.  In  terms  of 
fairness,  revenue  productivity,  and  balanced  economic  impact,  it  is 
unsurpassed  by  any  other  tax  system  in  the  world  today. 

Nevertheless,  it  can  be  improved.  As  they  now  stand,  our  tax  laws 
impose  undue  burdens  on  some  and  grant  unfair  benefits  to  others. 

A  system  as  complex  as  ours  cannot  be  perfected  in  a  single  bill. 
Rather,  the  process  of  tax  reform  must  be  continuous,  with  every 
provision  of  the  law  subject  to  constant  examination  and  adjustment 
where  needed.  Moreover,  this  work  of  basic  reform  should  proceed 
independently  of  the  requirements  for  raising  taxes  or  the  opportunities 
for  tax  reduction. 

I  therefore  plan  to  submit  profKJsals  to  the  Congress  to  improve  the 
equity  of  our  tax  system  and  reduce  economic  distortions.  These  pro¬ 
posals  will  be  designed  to  avoid  significant  budgetary  effects. 

As  one  specific  reform,  I  will  urge  changes  to  deal  with  abuses  by 
tax-exempt  private  foundations. 

IMPROVING  GOVERNMENT  ORGANIZATION 

Separate  Departments  of  Labor  and  Commerce  p>erpetuate  the  obsolete 
notion  that  there  is  fundamental  conflict  between  the  interests  of  business 
and  labor,  or  between  the  interests  of  either  and  that  of  the  Nation. 
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A  single  department  of  labor  and  business  can  more  effectively  carry 
out  those  national  programs  which  affect  the  private  productive  sector 
as  a  whole.  The  two  departments  share  many  common  objectives;  their 
interests  and  activities  coincide  or  overlap  in 

— fostering  economic  and  regional  development; 

— matching  the  skills  of  labor  with  the  needs  of  employers; 

— providing  more  jobs  at  better  wages; 

— avoiding  labor  disputes; 

— maintaining  a  fair  distribution  of  private  incomes  without  in¬ 
flation; 

— providing  stability  of  production  and  jobs; 

— providing  basic  economic  and  social  information  and  technical 
services  needed  by  both  private  and  public  sectors; 

— supporting  expansion  of  international  trade  and  considering  its 
impact  on  the  domestic  economy. 

By  combining  these  activities,  we  can  greatly  improve  efficiency,  re¬ 
duce  costs,  simplify  the  reporting  burden  on  business,  provide  better 
and  more  uniform  statistics,  and  assure  that  the  views  and  the  problems 
of  the  private  sector  enter  more  effectively  into  decisions  on  general  eco¬ 
nomic  policy.  ' , 

I  urge  the  Congress  to  support  my  recommendation  for  a  new  depart¬ 
ment  of  labor  and  business. 

OTHER  ECONOMIC  POLICIES 

1.  I  renew  four  recommendations  made  in  my  Economic  Report  of 
1 966  and  not  acted  upon  by  the  89th  Congi  ess : 

— a  fair  system  of  charges  for  users  of  highways,  aviation  facilities, 
and  inland  waterways,  to  improve  efficiency  in  the  use  of  trans¬ 
portation  resources,  and  to  reimburse  the  Federal  Government 
for  a  part  of  its  expenditures  on  facilities  which  directly  benefit 
those  who  use  them ; 

— truth-in-lending  legislation,  to  provide  consumers  with  a  full  and 
clear  statement  of  the  true  cost  of  credit; 

— stronger  regulation  of  savings  and  loan  holding  companies ; 

— provision  of  Federal  charters  for  mutual  savings  banks,  to  enlarge 
and  strengthen  our  system  of  thrift  institutions. 

2.  To  aid  the  advance  of  technology  on  which  economic  progress  de¬ 
pends,  I  now  urge  Congressional  support  for 

— a  long-overdue  modernization  of  our  patent  system; 

— a  large-scale  program  of  research  in  transportation. 
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3.  Total  holdings  in  the  Nation’s  stockpile  of  strategic  and  critical 
materials  now  stand  at  $6.5  billion.  Of  this  amount,  $3.4  billion  are  ex¬ 
cess  to  our  defense  needs  as  presently  determined. 

During  the  last  fiscal  year,  the  Administrator  of  General  Services  dis¬ 
posed  of  excess  stockpile  materials  valued  at  slightly  more  than  $1  billion 
without  disruption  of  the  domestic  economy  or  the  normal  channels  of 
trade. 

The  last  session  of  the  Congress  authorized  disposal  of  excess  stockpile 
material  valued  at  $782  million.  I  will  ask  the  Congress  for  authority 
to  dispose  of  additional  stockpile  excesses,  bringing  to  about  $2  billion  the 
present  value  of  excess  stockpile  material  available  for  dispos2d. 

I  believe  that  we  should  relieve  taxpayers  of  the  burden  of  carrying  un¬ 
needed  surplus  stocks,  and  provide  businesses  and  workers  with  the  ma¬ 
terials  necessary  to  assure  continued  high  levek  of  production. 

4.  The  responsibility  which  we  share  with  the  States  to  ensure  that 
our  banks  and  thrift  institutions  are  honest,  competent,  and  competitive 
is  a  continuing  function  demanding  constant  attention.  We  must  con¬ 
tinue  to  encourage  the  orderly  and  progressive  development  of  a  financial 
system  adequate  to  meet  the  needs  of  a  growing  and  dynamic  economy. 

I  urge  the  Federal  Reserve  Board,  the  Federal  Deposit  Insurance 
Corporation,  the  Comptroller  of  the  Currency,  and  the  Federal  Home 
Loan  Bank  Board  to  continue  and  to  intensify  their  efforts  to  coordinate 
their  regulatory  policies  and  procedures,  and  to  improve  their  examina¬ 
tion  methods. 

AFTER  VIETNAM 

Despite  all  our  efforts  for  an  honorable  peace  in  Vietnam,  the  war 
continues.  I  cannot  predict  when  it  will  end.  Thus  our  plans  must 
assume  its  long  duration. 

But  peace  will  return — and  it  could  return  sooner  than  we  dare  ex¬ 
pect. 

When  hostilities  do  end,  we  will  be  faced  with  a  great  opportunity, 
and  a  challenge  how  best  to  use  that  opportunity.  The  resources  now 
being  claimed  by  the  war  can  be  diverted  to  peaceful  uses  both  at  home 
and  abroad,  and  can  hasten  the  attainment  of  the  great  goals  upon  which 
we  have  set  our  sights. 

If  we  keep  our  eyes  firmly  fixed  on  those  goals — and  if  we  plan 
wisely — we  need  have  no  fear  that  the  bridge  from  war  to  peace  will 
exact  a  wasteful  toll  of  idle  resources,  human  or  material. 

But  when  that  welcome  day  of  peace  arrives,  we  will  need  quick  ad¬ 
justments  in  our  economic  policies.  We  must  be  prepared  for  those 
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adjustments,  ready  to  act  rapidly — both  to  avoid  interruption  to  our 
prosperity  and  to  take  full  and  immediate  advantage  of  our  opportunities. 

Planning  for  peace  has  been  an  important  activity  in  many  executive 
agencies.  But  the  effort  needs  to  be  stepped  up  and  integrated. 

Accordingly,  I  am  instructing  the  heads  of  the  relevant  agencies  in  the 
Executive  Branch,  under  the  leadership  of  the  Chairman  of  the  Council 
of  Economic  Advisers,  to  begin  at  once  a  major  and  coordinated  effort 
to  review  our  readiness.  I  have  asked  them 

— to  consider  jjossibilities  and  priorities  for  tax  reduction ; 

— to  prepare,  with  the  Federal  Reserve  Board,  plans  for  quick 
adjustments  of  monetary  and  financial  policies; 

— to  determine  which  high  priority  programs  can  be  quickly 
expanded ; 

— to  determine  priorities  for  the  longer  range  expansion  of  pro¬ 
grams  to  meet  the  needs  of  the  American  people,  both  through 
new  and  existing  programs; 

— to  study  and  evaluate  the  future  direction  of  Federal  financial 
support  to  our  States  and  local  governments; 

— to  examine  ways  in  which  the  transition  to  peace  can  be  smoothed 
for  the  workers,  companies,  and  communities  now  engaged  in 
supplying  our  defense  needs,  and  the  men  released  from  our 
armed  forces. 

I  have  directed  that  initial  reports  be  prepared  on  all  of  these  and  re¬ 
lated  problems,  and  that  thereafter  they  be  kept  continuously  up  to  date. 

CONCLUSION 

Our  task  for  1967  is  to  sustain  further  sound  and  rewarding  economic 
progress  while  we  move  toward  solutions  for  the  problems  we  met  in 
1966.  It  will  require  a  flexible  and  delicate  balance  of  economic 
policies. 

Above  all,  we  must  guard  against  any  interruption  of  our  prosperity. 
The  steady  advance  of  jobs  and  incomes  is  our  most  powerful  weapon 
in  the  battle  against  poverty  and  discrimination  at  home.  And  it  under¬ 
girds  our  p>olicy  around  the  world. 

Yet  we  must  be  equally  alert  to  the  dangers  of  inflation. 

In  his  Economic  Report  of  January  1956,  President  Eisenhower  wrote : 

The  continuance  of  general  prosperity  cannot  be  taken  for  granted. 
In  a  high-level  economy  like  ours,  neither  the  threat  of  inflation  nor 
the  threat  of  recession  can  ever  be  very  distant.  .  .  .  The  only  rigid 


rule  we  can  afford  to  admit  to  our  minds  is  the  principle  that  the  best 
way  to  fight  a  recession  is  to  try  to  prevent  it  from  occurring. 

Only  18  months  later,  the  sharpest  recession  of  the  entire  postwar 
period  began — which  also  led  to  the  largest  peacetime  budget  deficit  in 
our  history.  Over  the  same  18  months,  both  consumer  prices  and  whole¬ 
sale  prices  advanced  5/2  percent — considerably  faster  than  in  the  18 
months  since  June  1965. 

That  history  does  not  invalidate  but  rather  reinforces  President  Eisen¬ 
hower’s  proposition.  Neither  the  threat  of  inflation  nor  of  recession  is 
ever  distant  in  a  high  level  economy. 

How  can  we  steer  between  these  dangers,  and — at  the  same  time — 
supply  the  needs  of  national  defense,  strengthen  our  overseas  payments, 
relieve  the  inequities  of  tight  money  and  high  interest  rates,  maintain 
the  momentum  of  social  progress,  and  provide  the  growth  of  incomes 
which  lets  each  of  us  move  toward  fulfilling  his  private  aspirations? 

I  am  confident  that  we  can  find  such  a  course.  We  will  continue  to 
coordinate  the  tools  of  monetary  and  fiscal  policy  to  the  common  goal — 
the  sound,  balanced,  and  noninflationary  advance  of  production  and  in¬ 
comes.  We  are  steering  toward  lower  interest  rates,  a  better  balance 
in  our  economy,  a  budget  and  a  Social  Security  program  that  reflect 
national  priorities. 

There  will  be  surprises  in  store  along  the  way.  We  must  be  prepared 
to  meet  them  swiftly  and  flexibly.  And  I  think  we  are.  The  tools  of 
economic  policy  are  not  perfect;  but  they  are  far  better  understood 
and  accepted — in  the  Government  and  in  the  private  community — than 
ever  before. 

We  have  surely  proved  over  recent  years  that  economic  progress 
does  not  need  to  be  interrupted  by  frequent  recessions.  And,  although 
prices  have  risen  faster  in  the  past  year  and  a  half  than  we  expected  or 
wished,  we  have  done  better  than  in  most  similar  p>eriods  of  our  economic 
history.  And  we  have  done  it  without  burdensome  controls  on  prices  or 
wages. 

The  Federal  Government  cannot  do  the  whole  job — or  even  very 
much  of  it.  Production  and  incomes  arise  from  the  strength  and  skill 
of  workers,  the  ingenuity  of  managements,  the  willingness  of  savers  to 
risk  their  capital,  the  genius  of  inventors  and  engineers,  the  patience  of 
teachers,  the  devotion  of  local  public  servants — the  contributions  of  all 
who  participate  in  our  economy. 

Yet  the  Federal  Government  has  a  role  of  leadership  and  a  responsi¬ 
bility  for  coordination. 
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The  Congress  defined  that  role  in  the  Employment  Act  of  1946: 
...  it  is  the  continuing  jxdicy  and  responsibility  of  the  Federal 
Government  .  .  . 

.  .  .  with  the  assistance  and  cooperation  of  industry,  agriculture, 
labor,  and  State  and  local  governments, 

to  coordinate  and  utilize  all  its  plans,  functions,  and  resources  for 
the  purpose  of  creating  and  maintaining, 

in  a  manner  calculated  to  foster  and  promote  free  competitive 
enterprise  and  the  general  welfare,  .  .  . 

.  .  .  useful  employment  opportunities  .  .  .  for  those  able,  willing 
and  seeking  to  work, 

and  to  promote  maximum  employment,  production,  and  purchas¬ 
ing  power. 

Our  economic  policies  for  1967  respond  to  that  mandate. 


January  26,  1967. 


THE  ANNUAL  REPORT 
OF  THE 

COUNCIL  OF  ECONOMIC  ADVISERS 


LETTER  OF  TRANSMITTAL 


Council  of  Economic  Advisers, 
Washington,  D.C.,  January  19, 1967. 

The  President: 

Sir:  The  Council  of  Economic  Advisers  herewith  submits  its  Annual 
Report,  January  1967,  in  accordance  with  Section  4(c)  (2)  of  the  Employ¬ 
ment  Act  of  1946. 

Respectfully, 


Gardner  Ackley, 


Chairman. 


James  S.  Duesenberry 


Arthur  M.  Okun 


240-782  0—67 - 3 


29 


CONTENTS 


Page 

Chapter  1 .  Extending  the  Record  of  Prosperity .  37 

Achievements  of  an  Expanding  Economy .  38 

Employment  Gains .  38 

Productivity .  40 

Gains  in  Real  Income .  41 

The  Realization  of  Economic  Potential .  42 

Strains  and  Restraint  in  a  Surging  Economy .  45 

The  Economy  in  Mid- 1965 .  45 

Spurt  in  Economic  Activity .  46 

Moderation  in  the  Pace  of  Advance .  48 

Retrospect .  49 

The  Pattern  of  Output .  50 

Uneven  Shares  in  Investment .  50 

Inventory  Investment .  52 

Money  and  Credit .  52 

Promoting  Expansion,  1961  to  1965 .  53 

Shift  to  Restraint .  54 

Competition  Among  Financial  Institutions .  55 

Actions  to  Reduce  Financial  Pressures .  58 

Signs  of  Relaxation .  59 

Evaluation  of  Monetary  Restraint .  60 

Prospects  and  Policies  for  1967 .  61 

Fiscal  Program  for  1967 .  61 

Economic  Outlook .  62 

Improving  Stabilization  Tools  Over  the  Longer  Run .  65 

Uses  of  Monetary  Policy .  65 

Need  for  Fiscal  Flexibility .  68 

Appendix:  The  Federal  Budget,  National  Income  Accounts 

Basis .  69 

Chapter  2.  Prices  and  Wages  in  1966 .  72 

The  Recent  Price  Record .  74 

Labor  Compensation  and  Labor  Costs .  77 

Supply  and  Demand  in  the  Labor  Market .  78 

Prices  in  Major  Sectors .  86 

Farm  Products  and  Food .  87 

Raw  Materials .  89 

Manufactured  Goods .  90 

Consumer  Services . 93 

31 


Chapter  2.  Prices  and  Wages  in  1966 — Continued  Page 

Prices  and  the  Distribution  of  Real  Income .  95 

Outlook  for  Prices .  97 

Chapter  3.  Maintaining  Price  Stability  and  Reducing  Unem¬ 
ployment  .  99 

Improving  U.S.  Labor  Markets .  100 

Composition  of  the  Unemployed .  101 

“Frictional”  Unemployment .  104 

Improving  the  Operation  of  Labor  Markets .  106 

“Structural”  Unemployment .  107 

Federal  Manpower  Training .  108 

Improving  the  Performance  of  Product  Markets .  113 

Strengthening  Competition .  113 

Resale  Price  Maintenance .  115 

Restrictions  on  International  Trade .  116 

Regulatory  Policies .  116 

Direct  Government  Actions  Affecting  Supply .  117 

Wage-Price  Policies .  119 

The  Council’s  Wage-Price  Guideposts .  120 

Government  Activities  to  Promote  Guidepost  Adherence.  .  125 

Basic  Problems  for  Wage-Price  Policy  in  1967 .  127 

A  Wage-Price  Policy  for  1967 .  128 

Chapter  4.  Selected  Uses  of  Economic  Growth .  135 

Private  and  Public  Goods. .  135 

Consumer  Choice .  136 

External  Effects .  136 

Income  Maintenance .  138 

Poverty  and  Work .  138 

Income  Maintenance  and  the  Poor .  139 

Toward  Improved  Income  Maintenance  for  the  Poor .  142 

Social  Security .  142 

Education .  143 

Value  of  Education .  143 

Trends  in  Demand  and  Costs .  146 

Health  Care .  149 

Demand  for  Medical  Care .  150 

Cost  Factors .  152 

Prospects  for  the  Coming  Decade .  152 

Cities .  153 

Elements  of  the  Urban  Problem .  154 

Meeting  the  Cities’ Problems .  157 

Federal,  State,  and  Local  Fiscal  Relations .  161 

Taxation .  161 

State  and  Local  Fiscal  Problem .  162 

Categorical  Federal  Aid .  163 


I  Chapter  4.  Selected  Uses  of  Economic  Growth — Con. 

Federal,  State,  and  Local  Fiscal  Relations — Continued  pbkc 

General  Support  Grants .  165 

Credit  for  State  Income  Taxes .  166 

Joint  Revenue  Collection .  166 

Other  Issues  of  Tax  Coordination .  166 

Conclusion .  167 

I  Chapter  5.  Growth  and  Balance  in  the  World  Economy .  170 

•  World  Economic  Growth  in  the  1960’s .  170 

I  Developed  Countries  .  171 

i  Less  Developed  Countries .  172 

Trade  Policies .  175 

U.S.  Balance  of  Payments .  177 

I  Recent  Developments .  179 

j  Prospects  and  Policies  for  1967 .  185 

Balance  of  Payments  Adjustment  Policies .  187 

Report  on  the  Adjustment  Process .  187 

U.S.  Adjustment  Policies .  188 

]  Adjustment  Policies  of  Other  Developed  Countries .  191 

I  International  Monetary  Reform .  195 

Appendixes: 

A.  Report  to  ,the  President  on  the  Activities  of  the  Council  of 

Economic  Advisers  During  1 966 .  199 

B.  Statistical  Tables  Relating  to  Income,  Employment,  and 

Production . 207 

List  of  Tables  and  Charts 

.  Tables 

\  1.  Changes  in  Economic  Activity  Since  1961 .  39 

(  2.  Changes  in  Measures  of  Income  Since  1961 .  42 

3.  Changes  in  Gross  National  Product  During  Two  Periods  Since 

.  Mid- 1965 . .  47 

4.  Net  Funds  Raised  by  Domestic  Nonfinancial  Sectors,  1961-66.  53 

5.  Relation  of  Two  Measures  of  Federal  Budget  Surplus  or  Deficit, 

'  Calendar  Year  1966 .  70 

6.  Changes  in  Wholesale  and  Consumer  Prices,  1964-66 .  75 

7.  Changes  in  Wholesale  Prices,  December  1 965  to  December  1 966 .  77 

8.  Changes  in  Consumer  Prices,  1960-66 .  77 

9.  Changes  in  Employment,  by  Industry,  1960-66 .  79 

10.  Wage  Changes  in  Major  Collective  Bargaining  Situations, 

1961-66  .  81 

1 1 .  Changes  in  Average  Hourly  Earnings,  by  Industry,  1960-66 ....  82 

12.  Changes  in  Compensation,  Productivity,  and  Unit  Labor 

Cost  in  the  Private  Economy  Since  1947 .  83 

13.  Manufacturing  Capacity  Utilization,  1965-66 .  91 

j  14.  Changes  in  Consumer  Prices  for  Services  During  1%6 .  94 


33 


1 


Tables 

15.  Changes  in  Consumer  Prices  for  Typical  Labor-Intensive  Page 

Services  Since  1959 .  95 

16.  Unemployment  Rates,  by  Major  Occupation  Groups,  1%1 

and  1966 . 102 

17.  Unemployment,  by  Age,  Sex,  and  Color,  1966 .  102 

18.  Training  Opportunities,  Fiscal  Years  1966-67 .  109 

19.  The  Poor  and  Their  Work  Experience,  1965 .  139 

20.  Number  of  Poor  Households  and  Incidence  of  Poverty,  1959, 

1%2,  and  1965 .  140 

21.  Costs  of  Formal  Education,  1966-67 .  144 

22.  Earnings  of  Males,  by  Years  of  School  Completed  and  Other 

Characteristics,  1959 .  144 

23.  The  Nation’s  Health  Budget,  1965 .  149 

24.  Physician  and  Dental  Visits  Per  Year,  by  Age  and  Family 

Income,  1963-64 .  151 

25.  Characteristics  of  Population  by  Area .  155 

26.  Federal  and  State  and  Local  Government  Receipts,  by  Source, 

National  Income  and  Product  Accounts,  1965 .  162 

27.  Federal  and  State  and  Local  Government  Expenditures,  by 

Major  Function,  National  Income  and  Product  Accounts, 

1965 .  162 

28.  Growth  of  Federal  Aid  to  State  and  Local  Governments,  Fiscal 

Years  1930-68 .  163 

29.  Changes  in  Total  and  Per  Capita  Real  GNP  in  OECD  and  Less 

Developed  Countries  Since  1955 .  171 

30.  United  States  Balance  of  Payments,  1960-66 .  181 

31.  United  States  Balance  of  Payments:  Capital  Transactions, 

1960-66 . 183 

Charts 

1.  Gross  National  Product,  Actual  and  Potential,  and  Unemploy¬ 

ment  Rate .  43 

2.  Selected  Shares  of  Gross  National  Product .  51 

3.  Investment  and  Gross  Saving  of  Nonhnancial  Corporations. . .  54 

4.  Selected  Interest  Rates . 56 

5.  Interest  Rate  Differentials  and  Household  Security  Purchases .  57 

6.  Wholesale  Prices . '. . .  75 

7.  Consumer  Prices .  76 

8.  Employment  in  Durable  Goods  Manufacturing .  80 

9.  Unit  Labor  Costs  in  Manufacturing  Since  1948  .  86 

10.  Farm  and  Food  Prices .  88 

1 1 .  Shares  of  Gross  Corporate  Income .  97 

12.  Unemployment  Rates .  103 

13.  Educational  Attainment .  147 


34 


Charts  Pa*c 

14.  Age  Adjusted  Death  Rates .  150 

15.  Municipal  Expenditures,  Per  Capita .  157 

16.  U.S.  Balance  of  International  Payments .  180 

17.  Interest  Rates  in  Selected  Countries .  194 


35 


Chapter  1 


Extending  the  Record  of  Prosperity 

The  united  states  in  1966  enjoyed  the  benefits  of  the  fullest  em¬ 
ployment  in  more  than  a  decade.  The  uriemployment  rate  reached  a 
13-year  low  of  3.9  percent.  At  that  level,  demand  finally  matched  supply  in 
most  labor  markets,  a  situation  which  economists  define  as  essentially  “full 
employment.” 

Real  incomes  of  all  major  groups  registered  sizable  gains.  Expansion 
continued  for  the  sixth  straight  year.  For  the  third  successive  year,  growth 
exceeded  5J4  percent,  a  record  unparalleled  in  our  postwar  experience. 

By  any  standard,  then,  1966  was  a  big  year  for  the  economy.  Gross  na¬ 
tional  product  (GNP)  expanded  by  a  record  $58  billion  in  current  prices 
and  reached  $740  billion.  As  in  the  2  preceding  years,  a  major  advance  in 
business  fixed  investment  was  a  key  expansionary  force.  And  the  rising 
requirements  of  Vietnam  ddded  $10  billion  to  defense  outlays.  State  and 
local  spending  and  inventory  investment  also  rose  strongly. 

As  a  result,  1966  was  in  some  respects  too  big  a  year,  especially  in  the  early 
months.  Spurred  by  the  defense  buildup,  total  demand — public  and 
private —  forged  ahead  at  an  extraordinarily  rapid  rate  in  late  1965  and  early 
1966.  Strains  developed  in  financial  markets.  Demand  outstripped  supply 
in  several  sectors  which  were  already  near  full  utilization.  As  Chapter  2 
explains,  many  of  the  new  orders  simply  added  to  backlogs  and  put  upward 
pressures  on  prices.  Some  of  the  excess  demands  were  met  by  imports,  re¬ 
ducing  the  U.S.  foreign  trade  surplus  and  retarding  progress  toward  equilib¬ 
rium  in  the  balance  of  payments,  as  Chapter  5  indicates. 

After  years  of  stimulating  demand,  policy  was  called  upon  to  restrain 
the  economy.  The  need  for  restraint  was  recognized  at  the  start  of  the 
year.  Monetary  |X)licy  assumed  a  restrictive  stance.  In  anticipation  of 
large  increases  in  private  expenditures  and  defense  outlays,  tax  policies 
were  applied  to  curb  private  demand.  In  1964  and  1965,  an  expansionary 
tax  policy  had  stimulated  the  economy;  but  in  March  1966,  restrictive  tax 
changes  were  enacted  at  the  President’s  request.  Excise  tax  cuts  were 
postponed,  and  income  tax  payments  were  accelerated.  Moreover,  thtf 
President’s  budget  program  in  January  stringently  held  down  nondefense 
outlays.  These  measures  produced  a  Federal  surplus  in  the  national  in¬ 
come  accounts  budget  and  a  net  restrictive  fiscal  impact  in  the  first  half  of 
1966,  despite  the  strong  advance  in  defense  spending. 
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But  the  magnitude  of  the  task  was  not  fully  appreciated  at  the  beginning 
of  1966.  As  private  demand  and  Vietnam  requirements  exceeded  fore¬ 
casts,  p>olicy  was  adjusted  to  the  new  developments.  Monetary  policy  tight¬ 
ened  further,  causing  a  major  cutback  in  homebuilding.  In  September,  the 
President  prop>osed  additional  selective  fiscal  measures  to  alleviate  excessive 
demands  for  funds  and  for  capital  goods. 

The  initial  restraining  mc^isures,  reinforced  by  the  previously  enacted  rise 
in  payroll  taxes,  began  to  take  effect  in  the  spring.  By  the  closing  months  of 
1966,  it  was  clear  that  the  brakes  had  worked.  The  economy  had  shoul¬ 
dered  the  burden  of  active  hostilities  without  the  need  for  cumbersome  ard 
inefficient  controls  and  without  losing  its  basic  health  and  stability.  It  was 
shown  that  policy  could  v'ork  botl^  ways;  it  could  restrain  the  economy,  much, 
as  it  had  been  able  to  provide  .siimulu.-.  during  the  preceding  5  years.  In 
p.'irticular,  the  power  of  tight  money  as  a  tool  of  restraint — as  well  as  its 
uneven  impact — was  demonstrated  beyond  any  reasonable  doubt. 

As  1967  opens,  inflationary  forces  set  in  motion  during  the  period  of 
overly  rapid  expansion  are  still  alive,  although  their  strength  is  waning. 
But  now  there  is  also  a  renewed  challenge  to  sustain  expansion;  any  further 
slowdown  would  be  undesirable. 

A  healthy  advance  of  demand  in  pace  with  the  growth  of  potential  out¬ 
put  would  permit  gradual  restoration  of  price  stability.  It  would  also  pro¬ 
mote  a  recovery  in  our  foreign  trade  balance,  thereby  aiding  the  pursuit 
of  equilibrium  in  the  balance  of  payments.  The  fiscal  program  for  1967 
is  designed  to  meet  these  objectives  and  to  assuip  that  the  easing  of  monetary 
conditions,  presently  underway,  can  be  extended. 


ACHIEVEMENTS  OF  AN  EXPANDING  ECONOMY 

Last  year’s  record  of  economic  gains  added  in  length  and  strength  to  the 
remarkable  uninterrupted  expansion  that  began  early  in  1961  (Table  1). 
This  advance  can  be  viewed  in  many  dimensions.  Prosperity  has  conferred 
its  benefits  on  nearly  every  sector,  industry,  and  region  in  almost  every  year. 

EMPLOYMENT  GAINS 

Of  all  its  facets,  the  growth  of  employment  may  be  of  greatest  significance. 
Increasing  numbers  of  Americans  have  obtained  opportunities  to  earn 
secure  livelihoods  and  to  contribute  to  the  material  welfare  of  society. 

Employment  in  1966 

Employment  gains  in  1966  were  the  largest  of  any  year  in  the  expansion. 
Civilian  employment  increased  by  1.9  million,  and  400,000  persons  were 
added  to  the  Armed  Forces.  The  civilian  unemployment  rate  fell  from  4.6 
percent  in  1965  to  3.9  percent  in  1966,  the  lowest  since  1953.  During  the 
year,  the  seasonally  adjusted  rate  remained  essentially  on  a  plateau,  fluctuat¬ 
ing  between  3.7  and  4.0  percent.  The  number  of  persons  unemployed 
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Table  1. — Changes  in  economic  activity  since  1961 


Percentage  change  per  year 


Measure  of  economic  activity 

1961 

to 

1666 

1661 

to 

1962 

1962 

to 

1663 

.-'63 

to 

1964 

1664 
to 

1665 

1665 
to 

1666  > 

Production : 

Gross  national  product,  constant  prices  > . 

6.4 

6.6 

4.0 

6.3 

6.9 

5.4 

Personal  consumption  expenditures . 

.5.2 

4.9 

4.4 

5.8 

4.9 

Business  fixed  Investment . 

9.7 

9.2 

4.4 

10.6 

13.1 

11.2 

Residential  structures . 

(») 

10.2 

4.2 

-.8 

-10.8 

Government  purchases  of  goods  <uid  services.. 

4.2 

7.0 

2.0 

1.6 

2.5 

8.0 

Federal . 

3.3 

9.9 

-.8 

-2.6 

(») 

10.9 

State  and  local . . 

6.2 

3.6 

5.5 

6.6 

6.4 

0.  C 

Industrial  productlmi . . 

7.3 

7.8 

5.1 

6.4 

8.4 

9.0 

Prices:  GNP  deflator . 

1.8 

1.1 

1.3 

1.6 

1.8 

Employment: 

■ 

Total  civilian  employment . 

1.8 

14 

2.2 

2.6 

Nonagricultural  payroll  emplosrmcnt . 

B 

■1 

2.0 

2.9 

■ 

I  Preliminary. 

>  Includes  change  In  business  inventories  and  net  exports  of  goods  and  services,  not  shown  separately. 

*  Less  than  .05  percent. 

Sources:  Droartment  of  Commerce,  Department  of  Labor,  Board  of  Governors  of  the  Federal  Reserve 
Syst<nn,  and  Council  of  Economic  Advisers. 

dropped  by  500,000  in  1966.  Nearly  all  groups  shared  in  the  reduction, 
the  only  exceptions  being  nonwhite  females  in  two  age  groups,  14—19  and  45 
years  and  over.  Although  employment  in  both  of  these  groups  expanded, 
the  increase  was  not  enough  to  keep  pace  with  the  rapid  growth  of  these 
groups  in  the  labor  force. 

The  expansion  in  the  demand  for  labor  extended  to  every  nonagricultural 
sector  of  the  economy.  The  most  remarkable  gains  were  in  manufacturing 
where  the  number  of  jobs  rose  1  million  from  1965  to  1%6.  Since  most 
manufacturing  employment- consists  of  high-productivity,  high- wage  jobs, 
the  gain  contributed  to  a  major  advance  in  real  income.  Employment  in 
trade  and  services  and  State  and  local  governments  also  expanded  sub¬ 
stantially,  rising  by  about  1}4  million  workers  in  1966. 

The  mirror  image  of  the  rapid  increase  in  nonagricultural  jobs  was  a  re¬ 
markable  decline  of  400,000  in  agricultural  employment  in  1966.  This 
decrease  of  8J4  percent  was  the  largest  percentage  drop  on  record,  as  higher¬ 
paying  nonfarm  job  opportunities  attracted  farmers  and  hired  workers  out 
of  agriculture. 

Labor  Supply 

The  labor  force  expanded  by  1 .8  million  workers  last  year,  nearly  500,000 
more  than  demographic  trends  alone  would  have  indicated.  In  particular, 
a  larger  fraction  of  women  and  teenagers  participated  in  the  labor  force. 

Low  unemployment  encourages  entry  into  the  labor  force.  Some  people, 
especially  women  and  teenagers,  who  would  be  interested  in  working  if  jobs 
were  plentiful,  do  not  actively  search  for  jobs  when  they  believe  none  are 
available.  At  such  times,  these  persons  are  considered  neither  as  employed 
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nor  unemployed,  and  are  not  counted  in  the  labor  force.  When  job  oppor¬ 
tunities  improve,  they  enter  the  labor  force,  seeking  and  frequently  finding 
jobs.  The  evidence  of  1966  suggests  that  nearly  500,000  of  “hidden 
unemployed”  or  “discouraged  workers”  entered  the  labor  force.  Probably, 
additional  workers,  who  did  not  respond  fully  to  improved  job  opportunities 
last  year,  will  enter  the  labor  market  if  it  remains  buoyant. 

The  Record  Since  1961 

The  number  of  unemployed  today  is  about  2  million  lower  than  6  years 
ago.  Over  the  same  period,  nearly  9  million  additional  Americans  have 
gained  employment.  Millions  more  moved  into  higher  paying,  more  secure, 
and  better  jobs,  and  out  of  declining  areas  and  low-wage  industries.  The 
benefits  of  full  employment  have  extended  far  beyond  the  important  gains 
in  real  income  and  material  welfare.  By  reducing  poverty  and  hardship,  the 
opportunities  for  productive  employment  have  contributed  to  human  dignity 
and  self-esteem  and  to  freedom  of  choice. 

The  decline  in  unemployment  in  a  vigorous  and  buoyant  economy  has 
changed  the  diagnoses  and  the  proposed  remedies  for  our  labor  market  prob¬ 
lems.  Allegations  that  a  substantial  fraction  of  the  labor  force  lacks  the 
motivation  to  work  have  been  refuted  by  the  facts.  Proposals  to  cut  unem¬ 
ployment  by  artificially  shortening  the  workweek,  or  by  instituting  practices 
deliberately  designed  to  hold  down  productivity,  are  no  longer  seriously 
advanced. 

The  marked  decline  in  unemployment  in  the  past  6  years  has  been  shared 
by  nearly  all  groups.  In  some  instances,  improvement  has  been  dramatic. 
Only  one-third  as  many  Americans  were  unemployed  for  15  consecutive 
weeks  or  longer  in  1966  as  in  1961.  Over  the  same  period,  the  unemploy¬ 
ment  rates  for  nonwhite  adult  males,  blue  collar  workers,  and  married  men 
fell  by  more  than  half. 

Many  of  the  previously  hard  core  depressed  areas  are  no  longer  suffering 
from  high  unemployment.  In  early  1961,  101  of  the  Nation’s  150  major 
labor  market  areas  were  classified  as  areas  of  substantial  unemployment,  with 
rates  in  excess  of  6  percent.  Today,  there  are  only  8  labor  market  areas  in 
that  category.  There  are  now  66  areas  that  have  unemployment  rates  of  less 
than  3  percent;  for  most  of  1961,  there  were  none. 

Of  course,  some  groups  have  gained  less  than  others.  Unemployment 
remains  high  among  nonwhites,  teenagers,  and,  especially  among  workers 
with  few  skills  and  little  training.  As  Chapter  3  indicates,  inexperience, 
inadequate  education,  and  racial  discrimination  unfortunately  penalize  these 
groups,  placing  their  members  at  the  end  of  all  too  many  hiring  lines. 

PRODUCTIVITY 

Productivity  increases  during  the  expansion  have  been  excellent.  The 
slow  growth  in  the  number  of  adult  male  workers  was  often  cited  as  a  reason 
for  expecting  bottlenecks  in  the  labor  market  and  a  sluggish  productivity 
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performance  during  the  expansion.  However,  from  1961  to  1966,  the  aver¬ 
age  annual  growth  of  private  output  per  man-hour  was  3.5  percent,  exceed¬ 
ing  the  long-term  trend  of  a  little  over  3  percent  a  year. 

One  factor  making  for  good  productivity  performance  in  recent  years  has 
been  the  high  level  of  business  investment  expenditures.  As  a  result,  capital 
has  not  been  a  bottleneck  to  the  expansion  of  production  and  employment 
in  most  areas  and  industries.  Moreover,  high  investment  rates  have  helped 
to  modernize  the  capital  stock  and  thereby  speed  technological  progress. 

In  large  part,  however,  the  above-nonnal  growth  of  productivity  is  typical 
of  economic  recoveries.  A  slack  economy  does  not  make  full  use  of  its 
capital  stock  or  overhead  labor.  As  activity  expands,  both  are  utilized  more 
efficiently  and  productivity  increases.  But  this  cannot  go  on  indeHnitely. 
In  1965  and  1966,  average  use  of  plant  and  equipment  approached  “pre¬ 
ferred”  rates,  and  overhead  labor  had  to  be  expanded.  As  a  result  of  these 
factors  and  need  for  major,  rapid  adjustments  in  the  comjxjsition  of 
employment,  growth  of  productivity  slowed  in  1965  and  1966  to  just  under 
3  percent,  slightly  below  the  long-term  trend. 

GAINS  IN  REAL  INCOME 

Advances  in  employment  and  productivity  have  generated  unprecedented 
gains  in  the  real  income  and  the  standard  of  living  of  the  American  people. 
Farmers,  wage  earners,  businessmen,  and  professional  workers  have  all 
shared  in  the  impressive  advance.  Real  disposable  income  per  capita — the 
best  single  measure  of  consumer  welfare — has  risen  by  24  percent  over  the 
past  6  years,  matching  the  increase  in  the  preceding  1 3  years. 

Gains  have  been  particularly  rapid  in  recent  years.  In  1964  and  1965, 
real  disposable  income  per  capita  increased  by  5  percent  a  year — the  equiva¬ 
lent  of  more  than  2  extra  weekly  paychecks  annually.  Despite  the  disturb¬ 
ing  rise  in  consumer  prices  in  1966,  real  disposable  income  per  capita  con¬ 
tinued  to  grow  strongly — by  Sj/a  percent.  The  higher  incomes  of  1966 
included  a  12  percent  increase  in  social  insurance  transfer  payments, 
which  aided  some  of  the  needier  groups. 

Since  1961,  there  have  been  impressive  advances  in  each  type  of  income 
as  well  as  in  total  income,  as  shown  in  Table  2.  Through  1965,  the 
growth  of  corporate  profits  outpaced  GNP  and  most  other  types  of  income. 
In  1966,  however,  profits  rose  in  line  with  GNP  and  less  rapidly  than  em¬ 
ployee  compensation. 

The  full  story  of  the  welfare  gains  from  economic  expansion  cannot  be 
conveyed  by  any  array  of  statistics.  Other  data — such  as  the  rapid  growth 
in  the  number  of  families  owning  durable  goods  and  the  greater  percentage 
of  families  enjoying  adequate  diets  and  medical  facilities — could  be  pre¬ 
sented  to  document  various  trends.  But  they  all  add  up  to  the  single  story 
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Table  2. — Changes  in  measures  of  income  since  1961 


Percentage  change 
peryear> 

Measure  of  income 

1081 

1065 

1066  > 

1061 

1066 

to 

1966 

to 

1966 

Billions  of  dollars 

■■ 

302.6 

302.0 

433.3 

10.3 

Corporate  profits: 

SO.  3 

75.7 

81.8 

10.2 

8.1 

27.2 

44.5 

48.1 

12.1 

8.1 

Disposable  personal  income: 

364.4 

460.1 

506.3 

6.8 

7.7 

350.7 

430.8 

451.5 

5.2 

4.8 

Dollars 

Farm  Income  per  farm: 

3,380 

3,684 

4,403 

4,632 

4,056 

4,056 

7.0 

10.3 

6.1 

7.0 

t  Preliminary. 

Souroes:  Department  of  Commerce,  Department  of  Agriculture,  and  Council  of  Economic  Advisers. 


that  sustained  prosperity  means  more  comfort,  more  freedom,  and  more 
security  for  the  overwhelming  majority  of  Americans. 

THE  REALIZATION  OF  ECONOMIC  POTENTIAL 

A  major  economic  accomplishment  of  1966  is  that  the  United  States  made 
essentially  full  use  of  its  productive  potential.  Gone  were  the  chronic  under¬ 
utilization  of  resources,  general  excess  supply  in  labor  markets,  and  wastefully 
idle  industrial  capacity  that  had  blemished  the  performance  of  the  economy 
for  a  decade.  Because  of  the  excessive  unemployment  and  idle  capital  in 
previous  years,  the  Nation  sacriHced  the  opportunity  to  consume  and  invest  a 
latge  amount  of  the  output  that  it  was  capable  of  producing.  At  the  trough 
of  the  recession  in  the  Brst  quarter  of  1961,  the  “gap”  between  actual  and 
f>otential  GNP  amounted  to  $57  billion  ( 1966  prices) .  From  1958  to  1965, 
the  cumulative  gap  totaled  $260  billion  (Chart  1 ) . 

Five  years  ago,  when  unemployment  was  6  percent  of  the  labor  force,  there 
was  clearly  an  excess  supply  of  labor.  Nobody  could  be  sure  where  balance 
between  supply  and  demand  would  be  reached.  The  Council  of  Economic 
Advisers,  among  others,  judged  that  an  unemployment  rate  near  4  percent 
would  (with  the  existing  structure  of  labor  markets)  yield  approximate  bal- 
^ance  between  the  supply  and  demand  for  labor.  Other  experts  argued, 
however,  that  the  economy  would  run  into  substantial  and  signihcant  labor 
bottlenecks  when  unemployment  fell  to  5  percent.  Another  group  con¬ 
tended  optimistically  that  a  sufficient  expansion  of  aggregate  demand  might 
push  imemployment  down  as  low  as  3  percent  without  creating  excess  de¬ 
mand  pressures.  The  experience  of  the  past  year  provides  a  partial  answer, 
suggesting  that  the  4  percent  judgment  was  nearest  to  the  mark.  In  1966, 
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Chart  1 


Gross  National  Product,  Actual  and  Potential, 
and  Unemployment  Rate 


BILLIONS  Of  DOLLARS*  (ratio  teals) 


1956  1958  1960  1962  1964  1966 


PERCENT  PERCENT • 


1956  1958  1960  1962  1964  1966 

*SEAS0NALLY  ADJUSTED  ANNUAL  RATES. 

J/tREND  line  of  through  middle  of  19SS  TO  I9i2  IV,  3M  FROM  1962  IV  TO  196S  IV,  AND  4%' 
FROM  1965  IV  TO  1966  IV. 

^^UNEMPLOYMENT  AS  PERCENT  OF  CIVILIAN  LABOR  FORCE;  SEASONALLY  ADJUSTED. 

SOURCES:  DEPARTMENT  OF  COMMERCE,  DEPARTMENT  OF  LABOR,  AND  COUNCIL  OF  ECONOMIC 
ADVISERS. 
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labor  markets  were  generally  in  balance,  although  there  were  shortages  of 
certain  labor  skills  and  a  few  remaining  pockets  of  unemployment.  The 
areas  of  shortages  seemed  largely  to  reflect  the  speed  of  the  economy’s 
advance  rather  than  the  level  of  utilization  attained.  With  the  return  of 
a  more  moderate  advance,  those  pressures  have  begun  to  subside. 

The  economy  caught  up  with  its  economic  potential  in  1966.  But  total 
demand  must  continue  to  rise  to  keep  pace  with  a  growing  potential  GNP. 
Indeed,  primarily  as  a  result  of  faster  growth  of  the  labor  force,  potential 
output  itself  has  been  accelerating  somewhat.  From  the  mid-1950’s  into 
the  early  1960’s,  it  advanced  by  about  3^  percent  a  year.  More  recently, 
the  rate  of  growth  moved  up  to  3 %  percent  a  year;  and  at  present,  it  seems 
to  be  advancing  at  an  annual  rate  of  about  4  percent. 

The  growth  of  potential  stems  from  three  principal  determinants:  the 
rise  in  the  labor  force;  changes  in  annual  average  hours  worked  per  man; 
and  the  growth  of  average  output  per  man-hour — that  is,  of  productivity. 
Because  of  the  low  birth  rates  during  the  depression  of  the  1930’s  and  World 
War  II,  the  working-age  p>opulation  expanded  slowly  in  the  1950’s.  How¬ 
ever,  high  postwar  birth  rates  have  recently  led  to  accelerated  growth  of 
the  labor  force  from  percent  annually  in  earlier  years  to  percent. 

Under  steady  full  employment  conditions,  longer  vacations  and  shorter 
workweeks  would  lead  to  an  annual  decline  of  about  J4  percent  in  hours 
worked  per  man,  thereby  reducing  the  growth  in  total  man-hours  to  about 
1  percent  a  year. 

Labor  productivity  in  the  private  economy  has  grown  at  a  trend  rate 
somewhat  over  3  percent  a  year  during  the  postwar  period.  But,  since  the 
method  of  measuring  productivity  of  Government  workers  ignores  any 
change  in  their  efficiency,  the  trend  rate  of  increase  in  output  per  man-hour 
in  the  total  economy  is  just  over  2/2  percent  a  year.  Thus,  with  GNP  f>er 
man-hour  advancing  at  that  rate  and  total  man-hours  at  about  1  ^/%  percent, 
potential  output  advances  at  4  percent. 

The  Nation’s  economic  potential  may  grow  even  more  rapidly  in  the 
future  if  the  trend  advance  of  productivity  quickens.  Two  recent  develop¬ 
ments,  in  particular,  could  speed  the  growth  of  productivity.  First,  the 
current  investment  boom  has  led  to  a  significant  modernization  of  our 
capital  stock.  About  one-third  of  manufacturing  equipment  in  use  today 
is  less  than  3  years  old,  compared  with  one-fourth  at  the  beginning  of  1964. 
When  much  of  our  capital  stock  is  new,  the  production  process  will  incorpo¬ 
rate  many  of  the  latest  technological  advances.  However,  new  investment 
does  not  confer  its  productivity  benefits  immediately.  Projects  must  first 
be  completed  and,  even  then,  there  are  important  start-up  and  break-in 
costs  until  new  plant  and  equipment  work  smoothly.  Hence,  much  of  the 
productivity  bonus  of  the  recent  capital  boom  may  still  lie  ahead.  Second, 
the  use  of  active  manpower  policies  can  make  a  significant  contribution  to 
the  improvement  of  the  quality  of  the  labor  force,  and  thus  to  productivity. 
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Manpower  policies  may  also  increase  growth  rates  over  the  long  run  by 
lowering  the  level  of  unemployment  consistent  with  price  stability.  In  fact, 
significant  further  reductions  in  unemployment  will  depend  primarily  on 
manpower  programs,  particulsirly  those  aimed  at  disadvantaged  groups,  as' 
discussed  in  Chapter  3.  ; 

The  closing  of  the  gap  in  1966  was  a  great  achievement.  But  it  rj'K^cssarily 
means  that  the  Sj/j  jjercent  rate  of  advance  of  real  output  registr  rcdjin  recent 
years  cannot  be  matched  in  the  near  future.  That  rapid  cxparjsion  was 
{x>ssible  because  idle  resources  were  ready  and  able  to  make  a  productive 
contribution.  The  growth  of  employment  outpaced  the  expansij'in  of  the 
civilian  labor  force;  many  new  employees  were  put  to  work  on  pteviously 
idle  or  underused  machines;  improved  utilization  rates  yielded  a  bonus  of 
extra  gains  in  productivity.  But  now  that  full  employment  has  been 
essentially  attained,  output  cannot  continue  to  rise  faster  than  productive 
capacity. 

STRAINS  AND  RESTRAINT  IN  A  SURGING  ECONOMY 

The  major  theme  of  recent  economic  developments  is  the  continuation 
of  progress.  But  there  is  also  a  secondary  theme  of  problems  and  imbalances, 
many  of  which  can  be  traced  back  to  mid- 1965,  when  the  sudden  increase 
in  defense  requirements  for  Vietnam  led  to  a  marked  acceleration  in  eco¬ 
nomic  activity.  By  the  time  measures  of  hscal  and  monetary  restraint  took 
hold  and  slowed  down  the  economy,  signiheant  problems  had  develop>ed — an 
interruption  of  price  stability,  a  deterioration  in  international  trade  per¬ 
formance,  acute  pressures  in  hnancial  markets,  and  sharply  divergent  move¬ 
ments  among  the  various  sectors  of  the  economy. 

THE  ECONOMY  IN  MID-1965 

As  of  mid- 1965,  the  economy  was  advancing  steadily  and  healthily  toward 
full  employment.  GNP  had  risen  by  $11  billion  a  quarter,  on  the  averi^e, 
for  the  preceding  2  years;  the  annual  rate  of  real  growth  over  that  f>eriod 
had  been  Sj/a  percent.  Unemployment  was  down  to  4J/2  {Jercent  of  the 
civilian  labor  force,  and  the  average  operating  rate  of  manufacturing  capacity 
was  up  to  89  percent.  The  price  record  showed  few  blemishes:  average 
consumer  prices  in  July  1965  were  only  6  percent  higher  than  they  had  been 
in  early  1%1,  and  prices  of  nonfood  commodities  had  risen  by  only  3  percent. 
Prices  of  manufactured  hnished  products  at  wholesale  had  advanced  by 
1  percent  in  5  years. 

Expansionary  hscal  policy  had  contributed  actively  to  the  record  of  52 
months  of  advance.  The  reform  of  depreciation  rules  and  the  investment 
tax  credit,  both  initiated  in  1962,  encouraged  business  to  expand  and 
modernize  plant  and  equipment.  Furthermore,  as  a  result  of  these  meas¬ 
ures  and  the  much  larger  tax  reductions  granted  by  the  Revenue  Act  of 
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1964,  both  corporate  and  individual  income  recipients  were  enjoying  an 
average  reduction  of  one-fifth  in  their  tax  liabilities.  Monetary  policy  con¬ 
tinued  to  meet  the  credit  needs  of  a  brisk  expansion  and  thereby  contributed 
to  the  relative  stability  of  long-term  interest  rates  that  was  unusual  for  a 
period  of  rapid  economic  advance.  Meanwhile,  Federal  spending  on  goods 
and  services  was  essentially  level  after  mid- 1962.  As  a  share  of  the  growing 
GNP,  defense  purchases  fell  steadily  from  9.2  percent  in  1962  to  a  post- 
Korean  low  of  7.3  percent  by  mid- 1965.  Defense  spending  was  clearly 
not  the  fuel  that  was  propelling  the  economy  toward  full  employment.  But 
neither  was  the  decline  in  the  defense  share  permitted  to  retard  the  growth 
of  total  demand;  some  economic  stimulus  was  provided  by  spending  on  new 
Federal  civilian  programs,  and  major  reductions  in  taxes  encouraged  private 
spending. 

New  stimulative  policies  were  being  prepared  in  the  spring  of  1965  to 
complete  the  advance  to  full  employment.  Congress  enacted  a  major  phased 
reduction  of  excise  taxes,  in  line  with  the  President’s  proposals,  and  its  first 
stage  took  effect  in  June  1965,  cutting  taxes  by  $1%  billion  (annual  rate) . 
A  liberalization  of  social  insurance  benefits,  designed  to  help  the  aged,  was 
enacted  to  take  effect  retroactively.  The  larger  benefits  were  to  be  financed 
by  a  payroll  tax  increase  at  the  beginning  of  1966.  Meanwhile,  the  liberali¬ 
zation  of  benefits  was  expected  to  give  the  economy  a  significant  stimulus  in 
the  fall  of  1965  when  an  anticipated  liquidation  of  steel  inventories  might 
otherwise  have  threatened  a  slowdown.  The  retroactive  portion,  which  was 
disbursed  in  September,  amounted  to  $900  million.  Thereafter,  annual 
benefits  were  raised  by  about  $2  billion. 

SPURT  IN  ECONOMIC  ACTIVITY 

The  economic  environment  was  significantly  changed  by  the  expansion 
of  defense  requirements.  On  July  28,  1965,  the  President  requested  addi¬ 
tional  funds  for  defense  and  indicated  that  further  increases  would  be 
required  in  January.  Military  outlays,  at  an  annual  rate,  rose  by  nearly 
$2  billion  a  quarter  in  late  1965  and  early  1966  (Table  3) .  Defense  orders 
expanded  very  rapidly,  spurring  demands  for  labor  and  inventories  by 
contractors. 

Yet  the  defense  buildup  itself  was  not  enough  to  account  directly  for  the 
acceleration  in  the  over-all  economic  advance.  Rather,  it  reinforced  the 
previously  planned  fiscal  stimuli  and  the  forward  momentum  of  a  strong 
economy  close  to  full  employment.  Furthermore,  the  expansion  of  defense 
spending  contributed  to  a  significant  change  in  the  climate  of  opinion. 
The  Vietnam  buildup  virtually  assured  American  businessmen  that  no  eco¬ 
nomic  reverse  would  occur  in  the  near  future.  The  impact  on  business 
attitudes  was  intensified  by  unwarranted  fears  that  the  Vietnam  conflict 
might  have  consequences  like  those  of  the  Korean  conflict:  direct  controls, 
excess  profits  taxes,  and  a  huge  jump  in  prices  of  raw  materials. 
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Table  3. — Changes  in  gross  national  product  during  two  periods  since  mid-1965 
(Billions  of  dollars,  seasonally  adjusted  annual  rates] 


Change 


Expenditure  category 

1965  II 
to 

1966  I 

1966  I 
to 

1966  IV » 

48.3 

37.9 

28.8 

18.8 

5.9 

—.2 

12.5 

6.8 

10.4 

12.2 

10.8 

3.5 

9.6 

-2.0 

9.1 

4.7 

.5 

-6.7 

1.3 

5.5 

-2.2 

-1.2 

10.7 

16.9 

6.3 

10.6 

mM 

10.9 

-.4 

■b 

6.3 

•  Preliminary. 

s  Nonresidential  structures  and  producers’  durable  equipment. 

Note.— Detail  will  not  necessarily  add  to  total  because  of  rounding. 
Sources;  Department  of  Commerce  and  Council  of  Economic  Advisers. 


The  increase  in  defense  spending  swelled  an  already  strongly  rising 
tide  of  business  investment  expenditures.  From  the  second  quarter  of  1965 
to  the  6rst  quarter  of  1966,  business  spending  for  new  structures  and  equip¬ 
ment  rose  by  $9  billion.  Defense,  investment,  and  social  security  liberaliza¬ 
tion,  in  combination,  speeded  the  growth  of  dispiosable  income.  Consumer 
spending  responded  strongly,  growing  by  $29  billion  over  this  three-quarter 
interval.  All  in  all,  GNP  advanced  at  an  average  of  $16  billion  a  quarter. 
Real  output  grew  at  a  phenomenal  annual  rate  of  7.2  percent,  and  industrial 
production  rose  at  an  annual  rate  of  9.7  percent. 

Unemployment  fell  from  4.7  percent  to  3.8  percent  of  the  civilian  labor 
force  during  this  period.  New  orders  for  durable  manufactured  goods  rose 
markedly  (12  percent),  with  orders  for  electrical  machinery  (20  percent) 
and  defense  products  ( 19  percent)  increasing  especially  rapidly. 

The  surge  in  demand  for  goods  and  labor  created  pressures  on  prices 
in  many  areas.  From  October  1965  to  July  1966,  the  annual  rate  of  ad¬ 
vance  for  industrial  wholesale  prices  stepped-up  to  3  percent.  Prices  of 
industrial  crude  materials  moved  sharply  upward — at  an  annual  rate  of  8 
percent  from  October  to  April.  At  the  consumer  level,  demand  pressures 
raised  prices  of  services  and  nonfood  commodities  and  combined  with  spe¬ 
cial  supply  factors  in  agriculture  to  push  up  food  prices.  These  price  move¬ 
ments  and  their  consequences  are  discussed  in  detail  in  Chapter  2.  All  in 
all,  the  economy  exceeded  reasonable  speed  limits  in  the  period  from  mid- 
1965  through  the  Hrst  quarter  of  1966. 
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MODERATION  IN  THE  PACE  OF  ADVANCE 

After  years  of  providing  stimulus  to  the  economy,  policy  changed  direc¬ 
tion  at  the  turn  of  the  year.  Monetary  policy  accounted  for  a  major  share 
of  the  restraint  during  most  of  1966.  As  described  in  detail  below,  the 
[Federal  Reserve  restrained  the  growth  of  credit  supply  in  the  face  of  ex¬ 
tremely  strong  demands  for  borrowing  by  business.  With  intense  competi¬ 
tion  for  funds,  interest  rates  rose  sharply.  Institutions  which  supply  mort¬ 
gage  funds  to  the  homebuilding  industry  lost  deposits  both  to  the  commer¬ 
cial  banks  and  to  the  market  for  new  corporate  securities.  As  a  result, 
residential  construction  was  starved  for  funds,  and  the  sharp  decline  in  this 
sector  was  one  of  the  principal  moderating  influences  during  the  second 
half  of  1966. 

Fiscal  policy  also  responded  effectively.  Although  the  special  defense  costs 
necessarily  swelled  Federal  outlays  and  were  highly  stimulative,  restric¬ 
tive  actions  were  taken  in  other  areas.  Increases  in  nondefense  purchases 
were  held  to  $300  million  from  1965  to  1966.  Several  restrictive  tax  measures 
were  proposed  in  January  1966,  and  were  enacted  in  mid-March.  These 
included  a  reinstatement  of  some  of  the  earlier  excise  tax  reduction,  restoring 
about  $1  billion  to  the  annual  rate  of  Federal  revenues ;  and  a  system  of  grad¬ 
uated  withholding  for  individual  income  taxes  that  drew  off  $1 54  billion  (an¬ 
nual  rate)  from  disposable  income  beginning  in  May.  These  new  measures 
followed  the  $6  billion  increase  in  payroll  taxes  that  took  effect  at  the  start  of 
1966.  In  addition,  revenues  were  increased  in  the  spring  by  unusually  large 
payments  on  1965  income  tax  liabilities. 

The  national  income  accounts  budget  for  the  Federal  sector  shifted  from 
a  deficit  at  an  annual  rate  of  $1/2  billion  in  the  second  half  of  1965  to  a 
surplus  at  an  annual  rate  of  $3  billion  in  the  first  half  of  1966.  (As  explained 
in  the  Appendix  to  this  Chapter,  Federal  fiscal  p)olicy  is  discussed  throughout 
this  Report  in  terms  of  the  national  income  accounts  budget.) 

These  monetary  and  fiscal  actions  helped  to  bring  the  rate  of  over-all 
economic  expansion  in  line  with  the  growth  of  capacity.  After  the  first 
quarter  of  1966,  gains  in  GNP  slowed  to  an  average  of  $1254  billion  a 
quarter,  no  longer  outstripping  the  growth  of  potential  GNP.  The  unem¬ 
ployment  rate  leveled  off,  as  employment  gains  essentially  matched  the 
growth  of  the  labor  force.  Manufacturing  output  actually  rose  less  than 
the  growth  of  manufacturing  capacity,  and  average  operating  rates  at  year- 
end  were  below  the  91  percent  that  had  been  reached  in  the  first  quarter. 

The  change  of  pace  was  first  clearly  noticeable  in  the  spring.  Fiscal 
restraint  appreciably  slowed  the  growth  of  disposable  income  in  the  second 
quarter  and  contributed  to  a  marked  slowdown  in  consumer  spending. 
During  the  summer,  consumer  demand  perked  up  again.  But  homebuild¬ 
ing,  which  had  declined  moderately  in  the  second  quarter,  was  hit  hard  by 
the  shortage  of  mortgage  financing  and  took  a  sharp  plunge,  holding  down 
the  increase  in  economic  activity. 
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Business  demand  for  capital  goods,  on  the  other  hand,  continued  to  ex¬ 
pand  rapidly  during  the  spring  and  summer.  Although  tight  money,  rising 
costs  of  machinery  and  construction,  declining  prices  of  common  stock,  and 
appeals  for  voluntary  restraint  had  moderating  effects  in  particular  firms 
and  industries,  total  business  investment  forged  ahead.  In  August,  both 
the  Commerce-SEC  anticipations  survey  and  the  National  Industrial  Con¬ 
ference  Board  appropriations  survey  confirmed  the  vigor  of  the  capital  boom. 
Commercial  construction  was  the  only  type  of  business  investment  that 
showed  weakness ;  it  was  restrained  by  the  shortage  of  mortgage  funds. 

The  capital  boom,  in  fact,  was  proving  too  vigorous.  In  view  of  the 
growing  backlogs  of  orders,  shortages  of  certain  types  of  skilled  labor,  rising 
prices  in  capital  goods  industries,  and  acute  pressures  of  business  credit  de¬ 
mands  on  financial  markets,  there  was  a  clear  need  to  moderate  investment 
demand.  On  September  8,  the  President  asked  Congress  to  suspend, 
until  January  1,  1968,  the  7  percent  tax  credit  on  investment  in  machinery 
and  equipment  and  accelerated  depreciation  provisions  on  new  build¬ 
ings.  At  the  same  time,  he  initiated  a  program  to  reduce  nondefense 
spending. 

The  Commerce-SEC  survey  in  November  showed  that  only  moderate 
further  increases  in  plant  and  equipment  spending  were  planned  through 
the  second  quarter  of  1967.  It  also  revealed  that  the  actual  increase  in 
capital  outlays  in  the  third  quarter  was  somewhat  smaller  than  the  planned 
advance  re{X)rted  in  August;  this  was  the  first  downward  revision  of  plans 
in  3  years.  The  results  of  the  survey  no  doubt  reflected  several  factors,  in¬ 
cluding  the  moderation  of  economic  expansion,  the  financial  pressures  on 
business,  and  the  susp>ension  of  the  investment  tax  incentives.  Even  though 
orders  for  machinery  and  equipment  continued  to  outrun  shipments  through 
December,  there  were  favorable  prospects  that  the  pressures  of  excess  de¬ 
mand  on  capital  goods  industries  would  be  lessened  in  the  months  ahead. 

RETROSPECT 

Despite  the  moderation  after  the  first  quarter,  expansion  for  1966  was 
more  rapid  than  virtually  anyone  expected  at  the  outset.  At  the  time  it 
was  presented  last  January,  the  Council’s  forecast  that  GNP  in  1966  would 
rise  strongly  by  $46j/2  billion  was  somewhat  above  the  typical  forecast  of 
private  economists.  Yet  it  turned  out  to  be  $12  billion  too  low.  In  part,  the 
underestimate  reflected  the  diflFerence  between  the  predicted  real  growth 
of  nearly  5  percent  and  the  actual  rate  of  5  5/2  percent.  In  addition,  the 
over-all  price  deflator  rose  by  3  percent — about  1  jsercentage  point  more 
than  projected. 

The  primary  sources  of  the  underestimate  were  in  Federal  defense  pur¬ 
chases  and  business  fixed  investment.  While  both  had  been  expected  to 
be  key  sources  of  strength,  they  were  even  stronger  than  anticipated.  As 
the  prospective  duration  of  Vietnam  hostilities  and  the  intensity  of  our  mili¬ 
tary  commitment  exceeded  those  assumed  in  the  budget.  Federal  spending 


for  defense  in  the  calendar  year  ran  above  last  January’s  estimate  by  $4 
billion.  Spurred  in  part  by  defense  outlays,  expenditures  on  plant  and 
equipment  topped  the  Council’s  expectations  by  $2  billion  to  $3  billion.  State 
and  local  purchases  and  inventory  investment  also  were  above  the  projections, 
while  homebuilding  and  net  experts  fell  below  the  estimates. 

As  it  became  clear  that  public  and  private  demand  was  exceeding 
expjectations,  the  desirability  of  further  increases  in  taxes  came  under  public 
discussion.  Continuing  and  careful  consideration  of  this  issue  within  the 
Administration,  sharpened  by  the  increasing  strain  on  financial  markets,  led 
to  the  fiscal  program  of  September  8.  In  retrospect  it  is  clear  that,  after 
March,  monetary  and  fiscal  policy  in  combination  provided  adequate  total 
restraint.  It  may  be  debated  whether  a  better  balance  of  demands  and 
policies  would  have  been  achieved  if  a  program  of  additional  fiscal  restraint 
had  been  undertaken  earlier  in  order  to  relieve  the  pressure  on  monetary 
p>olicy.  It  may  also  be  ai^ed  that  the  capital  boom  could  have  been  cooled 
off  sooner  if  the  investment  tax  credit  had  been  suspiended  earlier  in  the 
year.  The  question  of  whether  a  different  timing  or  different  magnitude 
of  fiscal  actions  might  have  produced  a  more  favorable  balance  in  1966  will 
long  interest  and  challenge  analysts  of  economic  px>licy.  But  the  main  lesson 
is  clear  from  the  record:  economic  policy  was  used  effectively  to  restrain 
the  economy  during  1966,  much  as  it  had  been  used  during  the  preceding 
5  years  to  stimulate  demand. 

THE  PATTERN  OF  OUTPUT 

In  contrast  to  the  reassuring  balance  of  the  expansion  from  1961  to  1965, 
the  advance  in  1966  was  uncomfortably  uneven  among  sectors.  The  nature 
of  these  imbalances  is  illustrated  by  Chart  2,  which  shows  the  shares  of 
GNP  absorbed  by  various  typ>es  of  expenditures  since  1954. 

It  is  striking  that  the  portion  of  GNP  devoted  to  Federal  purchases  in 
1966  was  much  the  same  as  in  earlier  years.  Indeed,  despite  the  sharp 
growth  of  defense  outlays.  Federal  expenditures  represented  a  smaller  share 
of  national  product  than  in  any  other  pxjst-Korean  year  except  1964  and 
1965.  The  share  of  defense  purchases  was  8.1  percent,  also  lower  than  in 
any  year  from  1954  to  1963.  State  and  local  government  purchases  con¬ 
tinued  their  secular  rise  as  a  share  of  GNP. 

The  share  of  private  domestic  and  foreign  investment  in  1966,  16  percent 
of  GNP,  was  quite  typical  for  a  full-employment  year.  Private  investment 
exceeded  private  saving  at  full  employment,  leaving  room  for  moderate 
surpluses  in  government  budgets  (national  income  accounts  basis). 

UNEVEN  SHARES  IN  INVESTMENT 

Although  the  share  of  investment  in  GNP  was  normal,  the  pattern  of  the 
major  investment  components  was  unusual  when  compared  with  other  px)st- 


50 


Chart  2 


Selected  Shares  of  Gross  National  Product 


PERCENT  OF  GNP 


GOVERNMENT  PURCHASES 
AND  NET  EXPORTS 


FEDERAL  PURCHASES 


1954  56  58  60  62  64  66  1954  56  58  60  62  64  66 

SOURCE:  DEPARTMENT  OF  COMMERCE. 

Korean  years.  Business  fixed  investment  was  at  a  record  high  of  10.7  per¬ 
cent  of  GNP,  surpassing  its  previous  peak  of  10.5  percent  in  1957  and  con¬ 
siderably  above  its  post-Korean  average  of  9.8  percent.  Because  of  the 
scarcity  of  mortgage  funds,  housing  starts  fell  steadily  from  an  average  of 
1 .5  million  unitp  in  the  first  quarter  of  the  year  to  1 .0  million  in  the  fourth ; 
at  3.5  percent,  the  share  of  residential  construction  was  at  a  post-Korean  low. 
Inventory  investment,  at  1.5  percent,  matched  its  previous  post-Korean  high 
of  1955.  Excess  demand  at  home  generated  a  spurt  in  demand  for  goods 
from  abroad,  pulling  down  the  share  of  net  exports  to  the  lowest  level  since 
1959. 
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The  record  share  of  business  fixed  investment  in  1966  occurred  despite  the 
need  for  a  much  greater  volume  of  external  financing  at  unusually  high 
borrowing  costs.  Incentives  to  invest  were  provided  by  a  continuation  of 
the  forces  that  had  spurred  business  to  expand  and  modernize  facilities  in 
1964  and  1%5:  growing  sales,  orders,  and  profits,  and  high  operating  rates. 
These  were  further  strengthened  by  the  rise  in  defense  spending. 

INVENTORY  INVESTMENT 

A  high  rate  of  inventory  investment  in  relation  to  GNP  during  1966  re¬ 
flected  many  of  the  same  factors  that  stimulated  business  fixed  investment. 
Inventory-sales  ratios  generally  crept  up  after  years  of  stability  or  decline. 
Nonfarm  stocks  expanded  by  8  percent  over  the  year,  considerably  above 
the  rate  of  growth  of  real  output  or  sales.  Inventories  rose  especially 
rapidly  in  durable  goods  manufacturing;  these  stocks  grew  by  nearly  $7  bil¬ 
lion  during  the  first  1 1  months  of  1966.  Within  durables,  goods-in-process 
inventories  rose  by  about  $4  billion  over  the  period,  reflecting,  in  part,  the 
build-up  of  defense  and  business  equipment  in  the  pipeline. 

The  long  production  times  that  are  essential  for  many  durable  goods  were 
largely  responsible  for  the  growth  of  stocks  of  goods-in-process.  From  the 
time  a  company  begins  to  build  an  airplane  or  a  machine,  it  may  take  6 
months  or  a  year  to  produce  a  finished  good  and  complete  a  shipment. 
While  the  piece  of  equipment  is  being  fabricated,  the  value  of  the  completed 
portion  shows  up  in  inventories  of  goods-in-process.  Thus,  if  orders  rise 
sharply  for  items  with  long  production  times,  inventories  grow;  the  ratio 
of  inventories  to  shipments  also  tends  to  increase  until  shipments  can  catch 
up. 

In  late  1965  and  in  1966,  orders  for  business  equipment  and  defense  hard- 
goods  rose  sharply,  and  shipments  did  not  keep  pace.  The  economic  impact 
of  this  step-up  in  orders  was  not  fully  reflected  in  Government  purchases  or 
in  business  fixed  investment;  some  of  it  showed  up  as  inventory  investment. 
The  impact  of  defense  orders  on  inventories  cannot  be  quantified  precisely. 
But  it  can  be  estimated  by  two  approaches :  one  uses  data  on  progress  pay¬ 
ments  made  by  the  Department  of  Defense,  and  the  other  rests  mainly  on 
the  statistics  of  defense-oriented  industries.  Both  approaches  suggest  that, 
from  the  beginning  of  the  fourth  quarter  of  1965  through  the  third  quarter 
of  1966,  defense  contractors  and  their  suppliers  added  about  $2  billion  to 
their  stocks  as  a  result  of  defense  orders. 

MONEY  AND  CREDIT 

The  composition  of  output  and  the  pace  of  advance  last  year  were  much 
influenced  by  financial  and  credit  developments.  In  1966,  monetary  policy 
moved  to  the  center  of  the  stage.  Previously,  it  had  played  a  significant 
role  in  support  of  an  active  fiscal  policy  to  stimulate  economic  expansion. 
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PROMOTING  EXPANSION,  1961  TO  1965 


From  1961  through  1965,  Federal  Reserve  policy  permitted  a  sufficient 
expansion  of  credit  to  accommodate  expanding  demands  for  funds  at  only 
moderately  rising  interest  rates.  As  in  any  period  of  economic  advance, 
greatly  increased  credit  was  demanded  by  consumers  to  purchase  homes  and 
durable  goods,  businesses  to  finance  investment  in  plant  and  equipment  and 
inventories,  and  State  and  local  authorities  to  supp)ort  their  expenditures. 
In  1965,  the  net  flow  of  new  credit  to  these  groujjs  was  $66  billion — nearly 
double  the  amount  in  1961  (Table  4) . 

The  pattern  of  credit  flows  had  several  outstanding  characteristics.  The 
volume  of  corporate  security  issues  actually  declined;  with  the  very  rapid 
growth  of  corporate  profits,  internal  funds  nearly  kept  pace  with  the  ex¬ 
pansion  of  business  investment  until  mid- 1965  (Chart  3).  Also,  the 
volume  of  security  issues  was  held  down  by  the  ready  availability  of  bank 
loans  to  business. 

The  share  of  commercial  banks  in  total  lending  rose  by  nearly  one-third 
from  1961  to  1965,  while  the  share  of  thrift  institutions  (savings  and  loan 
associations  and  mutual  savings  banks)  declined  by  nearly  one-third.  Fol¬ 
lowing  a  series  of  upward  adjustments  by  regulatory  authorities  in  the  maxi¬ 
mum  interest  rates  allowed  on  time  and  savings  deposits,  commercial  banks 
competed  aggressively  for  time  dep)osits  and  acquired  funds  to  meet  growing 
demands  for  loans.  They  developed  and  made  effective  use  of  some  new 
financial  instruments,  especially  the  negotiable  certificate  of  depwsit  (CD) . 
Because  these  certificates,  unlike  ordinary  time  deposits,  can  be  readily 
sold,  holders  can  earn  interest  on  idle  deposits  without  sacrificing  liquidity. 
These  innovations  helped  to  hold  down  long-term  interest  rates  in  the  face  of 


Table  4. — Net  funds  raised  by  domestic  nonfinancial  sectors,  1961-66 
[Billions  of  dollars] 


1966 

Type  of  credit 

1061 

1962 

1963 

1964 

1965 

Total! 

First 

half 

Second 

half! 

Seasonally  ad¬ 
justed  annual 
rates 

Private  domestic  nonfinancial  sec- 

70.0 

47.8 

tors . 

33.9 

44.2 

80.2 

55.6 

66.0 

58.7 

Consumer  credit . 

1.7 

8.5 

7.3 

8.0 

9.4 

7.0 

7.8 

6.2 

Bank  loans » . 

2.2 

4.8 

5.4 

6.5 

13.6 

11.4 

3.7 

State  and  local  obligations . 

4.9 

8.0 

6.7 

5.9 

6.4 

5.1 

Corporate  securities . 

7.1 

5.1 

3.6 

5.4 

10.9 

13.6 

8.2 

Home  mortgages  • . 

11.4 

iHEO 

15.2 

15.7 

16.0 

12.3 

14.4 

ia2 

Other « . 

6.7 

10.9 

12.0 

14.2 

14.2 

15.4 

16.1 

14.6 

U.S.  Government . 

7.7 

7.9 

5.0 

7.0 

3.5 

7.4 

9.0 

5.8 

I  Preliminary  estimates. 

>  Bank  loans  not  elsewhere  cUtssifled. 

>  Mortgages  on  1-  to  4-family  homes. 

*  Aoceptwces,  oommercial  and  finance  company  paper,  U.S.  Government  loans,  and  mortgages  on  mul- 
tlfamlly  dwellings  and  on  farm  and  oommercial  land  and  buildings. 

Source;  Board  of  Oovemors  of  the  Federal  Reserve  System. 


Chart  3 


Investment  and  Gross  Saving  of 
Nonfinancial  Corporations 


MLUONS  OF  DOUARS 


J/fixed  investment  plus  oiange  in  inventories. 

1/CORPORATE  PROFITS  AND  INVENTORY  VALUATION  ADJUSTMENT,  LESS  PROFITS  TAX  ACCRUALS  AND 
DIVIDEND  PAYMENTS.  PLUS  CAPITAL  CONSUMPTION  ALLOWANCES. 

SOURCE.  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM 

growing  credit  demands,  and  supported  continued  expansion  of  economic 
activity. 

SHIFT  TO  RESTRAINT 

Conditions  changed  dramatically  in  the  closing  months  of  1965.  The 
rapid  rise  of  business  investment  far  exceeded  the  growth  of  corporate 
cash  flow.  This  widening  gap,  shown  in  Chart  3,  was  the  major  driv¬ 
ing  force  behind  the  rising  demand  for  credit  that  continued  into  the  first 
half  of  1966.  Given  the  intensity  of  this  demand,  monetary  policy  could 
have  prevented  an  increase  in  interest  rates  and  a  tightening  of  credit  avail¬ 
ability  only  by  creating  bank  reserves  at  an  extremely  rapid  rate.  Such  a 
policy  would  have  contributed  to  inflation  by  removing  financial  limitations 
on  the  surging  demands  for  goods  and  services.  Under  the  circumstances, 
it  was  desirable  to  curb  the  growth  of  credit.  The  appropriate  degree  of 
restraint  had  to  take  into  account  the  volume  of  pressure  on  financial 
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markets  and  the  magnitude  of  the  upward  movement  in  interest  rates  that 
could  be  tolerated. 

In  December  1965,  the  Federal  Reserve  signaled  the  forthcoming  tighten¬ 
ing  of  monetary  policy  by  increasing  the  discount  rate  from  4  percent  to 
4*4  percent.  At  the  same  time,  the  maximum  allowable  interest  rate  on 
time  deposits  of  conunercial  banks  was  raised  from  4}4  to  5J4  percent. 
During  the  Hrst  half  of  1%6,  business  demands  for  credit  rose  rapidly.  Sup¬ 
plies  of  credit  did  not  keep  pace,  as  the  Federal  Reserve  held  the  expansion 
in  bank  reserves  somewhat  below  that  of  1965,  when  credit  demands  were 
rising  less  strongly. 

In  order  to  maintain  the  good  will  of  valued  business  customers,  banks 
made  every  effort  to  satisfy  the  mounting  demands  for  business  loans.  They 
obtained  additional  loanable  funds  by  increasing  their  borrowings  from  the 
Federal  Reserve,  reducing  their  investments  in  securities,  bringing  back 
funds  from  their  foreign  branches,  and  attracting  additional  time  deposits 
through  higher  interest  rates.  As  a  result,  they  were  able  to  expand  business 
loans  at  an  annual  rate  of  about  20  p>ercent  in  the  hrst  half  of  1966,  even  more 
rapidly  than  the  18  percent  increase  in  1965. 

Corporate  demands  for  credit  were  so  strong  that  even  this  extraordinary 
increase  in  bank  lending  provided  less  than  half  of  the  external  funds 
raised  by  corporations.  To  hnance  their  investment  expenditures,  hrms  be¬ 
gan  to  issue  large  amounts  of  new  securities.  Sales  of  securities  by  the 
Government,  particularly  Government  agencies,  were  also  large  during 
this  period. 

The  large  volume  of  corporate  and  Government  securities  could  be  sold 
only  at  much  higher  yields.  After  November  1965  interest  rates  on  high- 
grade  securities  increased  sharply  (Chart  4).  As  in  the  past,  the  rise  in 
market  yields,  relative  to  the  rates  paid  on  deposits,  permitted  security  issues 
to  absorb  a  larger  proportion  of  total  household  lending  (Chart  5) .  As  in 
other  periods  of  tight  money  and  rising  security  yields,  funds  deposited  in 
hnancial  institutions  declined  relative  to  funds  provided  directly  to  the 
security  markets. 

COMPETITION  AMONG  FINANCIAL  INSTITUTIONS 

Commercial  banks  competed  strongly  and  rather  successfully  to  hold 
their  own  as  the  total  flow  of  funds  into  depository  institutions  declined. 
By  raising  yields  on  CD’s,  the  banks  attracted  corporate  time  deposits  in 
large  voliune.  In  addition,  through  the  expanded  use  of  savings  certiH- 
cates  and  other  types  of  nonnegotiable  certiHcates  of  deposit,  they  induced 
an  increasing  flow  of  household  time  deposits. 

The  impact  of  the  increased  direct  flow  of  savings  to  security  markets 
fell  heavily  on  the  thrift  institutions.  Thrift  institutions  continued  to  receive 
the  deposits  of  the  steady  savers  who  represent  a  major  part  of  their  clientele. 
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Chart  4 


Selected  Interest  Rates 

PERCENT 


J/NEW  and  existing  homes  through  1960  I,  AND  NEW  HOMES  ONLY  THEREAFTER. 

NOTE.-DATA  PLOTTED  ARE  QUARTERLY  THROUGH  1963,  MONTHLY  THEREAFTER. 

SOURCES:  FEDERAL  HOUSING  ADMINISTRATION.  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE 
SYSTEM,  MOODY'S  INVESTORS  SERVICE,  AND  TREASURY  DEPARTMENT 


Indeed,  the  gross  inflow  to  savings  and  loan  associations  actually  was  larger 
in  1966  than  in  1965.  But,  funds  of  interest-sensitive  depKwitors  (so-called 
“hot  money”)  were  withdrawn  and  invested  in  higher-yielding  securities. 
These  withdrawals  dominated  the  net  inflow.  By  mid- 1966,  the  net  inflow 
had  fallen  to  a  rate  less  than  one-fourth  that  of  1965. 

Unlike  banks,  thrift  institutions  were  unable  to  prevent  withdrawals  ef¬ 
fectively  by  raising  interest  rates  paid  on  deposits.  Because  the  portfolios  of 
these  institutions  were  invested  primarily  in  mortgages  (assets  with  a  fixed 
yield  and  a  very  slow  turnover) ,  they  had  relatively  little  flexibility  in  adjust¬ 
ing  the  rates  paid  on  ordinary  deposits.  Nor  have  thrift  institutions  made 
effective  use  of  special  savings  certificates,  which — like  bank  CD’s — offer 
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Chart  5 


Interest  Rate  Differentials  and  Household 
Security  Purchases 

PERCENTAOe  POINTS  PERCENT 


J/EXCESS  of  corporate  Aoa  BOND  RATE  (NEW  ISSUES)  OVER  WEIGHTED  AVERAGE  OF  INTEREST 
RATES  PAID  ON  TIME  AND  SAVINGS  DEPOSITS  AND  SHARE  ACCOUNTS  AT  COMMERCIAL  BANKS 
AND  SAVINGS  INSTITUTIONS. 

SOURCES;  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM.  FEDERAL  DEPOSIT 
INSURANCE  CORPORATION,  FEDERAL  HOME  LOAN  BANK  BOARD.  AND  COUNOL  OF 
ECONOMIC  ADVISERS. 

higher  interest  rates  marginally  without  increasing  the  yield  to  all  depositors. 
If  they  had  tried  to  remain  competitive  with  banks  by  raising  the  rates  p>aid 
on  all  deposits,  their  expenses  would  have  risen  much  more  rapidly  than 
their  income. 

With  a  greatly  reduced  inflow  of  funds,  thrift  institutions  had  to  curtail 
mortgage  lending  sharply  in  1966.  Net  acquisitions  of  residential  mortgages 
decreased  by  25  percent  in  the  first  two  quarters  of  1966.  This  reduction 
occurred  despite  significant  Government  aid :  the  Federal  National  Mortgage 
Association  purchased  nearly  $4}4  billion  of  mortgages  (annual  rate)  during 
the  period,  and  the  Home  Loan  Banks  provided  funds  to  offset  deposit  losses 
of  savings  and  loan  associations.  In  the  third  quarter,  only  $9.4  billion  (an¬ 
nual  rate)  went  into  residential  mortgages — more  than  40  percent  below  the 
amount  provided  a  year  earlier.  The  net  flow  into  home  mortgages  from 
savings  and  loan  as^iations  was  virtually  zero.  The  result  of  all  this  was 
the  marked  decline  in  residential  construction  described  earlier. 
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In  the  first  half  of  the  year,  Federal  Reserve  policy  restrained  bank  lending 
only  moderately  but  placed  other  financial  institutions  under  severe  pres¬ 
sure.  If  monetary  policy  had  been  applied  more  restrictively  to  banks  by 
providing  a  smaller  increase  in  reserves  through  ojjen  market  operations, 
banks  would  have  sold  more  securties  and  bid  more  aggressively  for  time 
deposits.  In  that  event,  pressure  on  thrift  institutions  would  have  been  even 
more  extreme  than  it  was  in  fact.  In  view  of  this,  monetary  policy  was 
tem|)ered  by  the  intense  competition  among  financial  institutions. 

ACTIONS  TO  REDUCE  FINANCIAL  PRESSURES 

The  Federal  Reserve  acted  after  midyear  to  curb  this  intense  competition. 
In  July,  interest  rate  ceilings  were  lowered  on  selected  types  of  time  deposits, 
and  reserve  requirements  on  time  deposits  were  raised. 

Banks  were  also  put  under  pressure  during  the  summer  as  market  interest 
rates  rose  further  and  those  on  CD’s  moved  up  to  the  permissible  percent 
ceiling,  curtailing  the  ability  of  banks  to  retain  corporate  time  deposits. 
Meanwhile  the  Federal  Reserve  tightened  its  open  market  operations,  reduc¬ 
ing  nonborrowed  reserves  by  $300  million  between  July  and  August.  In¬ 
terest  rates  rose  sharply  and,  by  late  August,  all  sectors  of  the  financial  mar¬ 
kets  were  under  severe  pressure.  Banks,  faced  with  a  declining  reserve  base 
and  unable  to  obtain  corporate  funds  through  CD’s,  were  obliged  to  slow 
down  their  lending.  Thrift  institutions,  fearing  a  loss  of  funds,  sharply  cur¬ 
tailed  new  mortgage  commitments. 

In  September,  the  Administration,  the  Congress,  and  financial  regula¬ 
tory  agencies  all  took  actions  to  improve  the  balance  of  demands  for  both 
funds  and  goods. 

The  Federal  Reserve,  on  September  1,  asked  member  banks  to  cooperate 
in  moderating  the  rate  of  lending  to  business  and  spelled  out  its  own  current 
|x>licies  regarding  lending  to  member  banks.  Banks  that  cooperated  in  hold¬ 
ing  down  business  loan  commitments  and  refrained  from  liquidating  secu¬ 
rities  would  be  permitted  to  borrow  funds  from  the  Federal  Reserve  for 
somewhat  longer  periods  than  usual,  while  making  necessary  adjustments. 
The  Federal  Reserve  further  increased  the  reserve  requirement  on  time 
deposits. 

The  President’s  proposal  for  temporary  susp>ension  of  tax  incentives  to 
investment  was  designed  to  reduce  corporate  demands  for  long-term  funds. 
The  Administration  also  buoyed  financial  markets  by  indicating  that  Fed¬ 
eral  agencies  would  hold  down  stringently  their  issues  of  securities  in  the 
financial  markets,  even  for  purp)oses  of  refunding  maturing  issues. 

On  September  21,  the  President  signed  a  bill  allowing  Federal  regulatory 
authorities  to  impose  new  interest  rate  ceilings  on  time  and  savings  accounts. 
In  order  to  restrain  excessive  rate  comptetition  among  different  typ)es  of 
financial  institutions,  the  agencies  involved  announced  new  interest  rate 
regulations  on  the  same  day  that  the  bill  was  signed. 
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The  interest  rate  that  commercial  banks  were  permitted  to  pay  on  deposits 
of  less  than  $100,000  was  reduced  from  5j4  percent  to  5  percent.  A  5  percent 
interest  rate  ceiling  was  also  imposed  on  the  dep>osits  of  mutual  savings 
banks.  Because  the  rates  paid  by  savings  and  loan  associations  varied  widely 
among  different  parts  of  the  country,  the  regulations  governing  these  insti¬ 
tutions  were  considerably  more  complicated,  but  in  general  the  ceilings  were 
set  somewhat  above  the  comparable  ones  for  commercial  banks. 

The  flow  of  funds  into  mortgages  was  also  supp>orted  by  another  piece  of 
legislation  signed  the  same  month,  which  increased  the  lending  ability  of  the 
Federal  National  Mortgage  Association  by  a  total  of  $4.8  billion. 

These  various  actions  reflected  widespread  concern  over  the  uneven  im¬ 
pact  of  monetary  policy  actions  and  changing  credit  demands  on  different 
sectors  of  the  market. 

SIGNS  OF  RELAXATION 

Since  September,  financial  conditions  have  improved  considerably.  The 
moderation  in  the  pace  of  economic  activity  began  to  be  reflected  in  less 
intense  demands  for  credit.  As  inflationary  pressures  abated,  monetary 
policy  responded  promptly  to  the  changing  economic  climate,  and  non- 
borrowed  reserves  resumed  their  growth  in  November  and  December. 
Moreover,  the  Federal  Reserve  in  late  December  rescinded  the  September 
letter  requesting  banks  to  restrict  business  loans. 

After  touching  in  late  August  and  early  September  the  highest  levels  in 
more  than  40  years,  interest  rates  fell  steadily.  By  the  end  of  the  year, 
most  major  interest  rates  on  securities  were  appreciably  below  their  earlier 
peaks.  The  Treasury  bill  rate  fell  to  about  4%  percent,  from  more  than 
percent  in  September.  Rates  on  new  issues  of  high  grade  corporate  and 
municipal  bonds  declined  by  about  one-half  percentage  point. 

The  reduction  in  market  interest  rates  and  in  the  ceilings  on  rates  of 
depository  institutions  has  begun  to  restore  balance  among  financial  inter¬ 
mediaries.  Mutual  savings  banks  gained  deposits  at  an  annual  rate  of 
more  than  6J4  percent  in  the  latter  part  of  1966.  Savings  and  loan  associa¬ 
tions  took  longer  to  recover,  but  by  December  there  was  definite  improve¬ 
ment.  In  the  first  1 1  months  of  1966,  the  net  inflow  of  funds  was  72  percent 
below  a  year  earlier.  In  December,  however,  a  substantial  net  inflow  of 
$1.7  billion  exceeded  that  of  December  1965. 

Commercial  bank  credit  fell  from  August  to  October,  bottomed  out  in 
November;  in  December  it  rebounded  at  an  annual  rate  of  9  percent,  re¬ 
turning  to  its  August  level.  However,  bank  lending  continued  to  be  con¬ 
servative  at  year  end,  as  many  banks  felt  a  need  to  rebuild  their  liquidity 
position  before  expanding  their  loan  commitments. 

As  a  result  of  the  moderation  in  economic  activity  and  the  flexible  re¬ 
sponse  of  monetary  policy,  a  welcome  movement  toward  easier  monetary 
conditions  began  to  emerge  as  1966  closed. 
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EVALUATION  OF  MONETARY  RESTRAINT 

The  credit  squeeze  of  1966  had  an  impressive  and  beneficial  restraining 
effect  on  over-all  demand.  Its  side  effects  were  equally  impressive  but  far 
less  beneficial. 

These  side  effects  explain  in  part  why  relaxation  of  credit  conditions  is 
and  has  been  an  objective  of  policy.  The  cause  of  equity  was  not  served  by 
the  arbitrary  redistribution  of  income  produced  by  very  high  interest  rates  or 
by  the  adversity  experienced  in  the  homebuilding  industry.  Moreover,  the 
stability  of  financial  markets  was  at  times  endangered.  While  the  insurance 
of  deposits  and  the  powers  of  “lenders  of  last  resort”  gave  full  protection 
against  any  recurrence  of  the  financial  panics  experienced  in  previous  genera¬ 
tions,  the  liquidity  of  portfolios  was  impaired  by  rapidly  rising  interest  rates. 

Last  August,  monetary  policy  was  probably  as  tight  as  it  could  get  without 
risking  financial  disorder.  Any  further  increase  in  over-all  demand  could 
not  have  been  effectively  countered  by  general  monetary  policy.  In  such 
a  situation,  the  flexibility  of  over-all  stabilization  policy  is  impaired.  It  is 
desirable  for  both  fiscal  and  monetary  p>olicies  to  be  operating  from  positions 
where  they  can  move  freely  either  way — toward  stimulus  or  restraint  in  the 
event  of  unanticipated  developments. 

The  main  effect  of  tight  money  on  over-all  activity  worked  primarily 
through  the  mortgage  market,  curtailing  homebuilding  and  other  mortgage- 
financed  construction.  In  December,  expenditures  for  residential  struc¬ 
tures  were  $7  billion  (annual  rate)  below  the  first  quarter  level.  Home¬ 
building  had  been  on  a  plateau  during  most  of  1965  and  was  rising 
moderately  at  the  start  of  1966.  Demand  conditions  for  housing  looked 
fairly  encouraging  as  excess  supplies  of  new  housing  (especially  apartments) 
that  had  earlier  appeared  in  certain  areas  were  reduced  moderately  during 
1965.  In  the  absence  of  tight  money,  residential  construction  might  have 
risen  slightly  further  or  retreated  modestly  during  the  course  of  1966;  the 
decline  that  actually  occurred  is  a  reasonable  estimate  of  the  impact  of  the 
change  in  credit  conditions.  By  similar  reasoning,  the  performance  of  com¬ 
mercial  and  other  mortgage-financed  types  of  construction  suggests  an  impact 
of  perhaps  $1  billion  or  more.  Monetary  restraint  probably  also  had  some 
modest  effect  on  exjjenditures  for  producers’  durable  equipment  and  con¬ 
sumer  durables,  but  the  amount  is  not  evident  in  aggregate  data. 

All  in  all,  it  seems  reasonable — perhaps  even  conservative — to  estimate 
that  credit-financed  expenditures  may  have  been  held  down  directly  by 
as  much  as  $8  billion  at  year-end  as  a  result  of  tight  money,  cewnpared  with 
what  would  have  happened  had  monetary  jelicies  continued  suppertive, 
as  during  1964  and  most  of  1965.  This  direct  impact  of  $8  billion  on 
GNP  is  roughly  as  great  as  the  estimated  direct  impact  from  a  10  percent  sur¬ 
charge  on  personal  and  corporate  tax  liabilities.  (By  restraining  incomes, 
both  tax  increases  and  tight  money  have  further  indirect  “multiplier”  effects 
on  GNP.)  Thus,  when  monetary  restraint  is  taken  into  account,  it  becomes 
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clear  that  the  combined  impact  of  monetary  and  fiscal  policy  was  markedly 
restrictive. 

PROSPECTS  AND  POLICIES  FOR  1967 

As  1967  begins,  over-all  demand  is  reflecting  the  restraint  of  last  year’s 
monetary  and  tax  actions.  Excessive  demand  is  not  now  a  serious  threat.  * 
The  economy’s  advance  is  being  stimulated  by  a  continuing  rise  in  Federal 
defense  and  State  and  local  purchases.  In  the  private  sector,  significant 
increases  should  be  registered  in  consumption.  Modest  advances  are  indi¬ 
cated  for  business  fixed  investment  and  for  net  exports,  which  reversed  a 
long  decline  in  the  fourth  quarter  of  1966. 

Data  on  housing  starts  and  permits  for  the  closing  months  of  1966  provide 
encouraging,  although  not  conclusive,  evidence  that  homebuilding  activity 
has  touched  bottom.  But  the  recovery  of  homebuilding  will  take  con¬ 
siderable  time,  and  the  effects  of  last  year’s  monetary  restraint  will  still  be 
felt  for  many  months.  Interest  rates  on  securities  have  declined ;  but  revital¬ 
ized  flows  of  funds  into  banks  and  thrift  institutions  have  just  begun.  Finan¬ 
cial  institutions  are  relaxing  their  lending  policies  only  gradually  as  they 
rebuild  liquidity.  Interest  rates  on  bank  loans  and  mortgages  have  not  yet 
reflected  the  easing  in  financial  markets.  Finally,  construction  exjjendi- 
tures  will  take  place  only  after  contracts  are  placed  and  work  is  initiated. 

Inventory  investment  is  bound  to  be  considerably  below  the  unusually  high 
rate  in  the  closing  months  of  1966.  The  rate  of  accumulation  in  the  fourth 
quarter  was  about  double  that  required  to  keep  stocks  advancing  in  pace 
with  the  trend  growth  of  sales.  As  in  the  earlier  months  of  1966,  much  of 
the  latest  advance  in  inventories  seems  to  have  taken  place  in  goods-in- 
process  held  by  industries  producing  defense  and  business  equipment;  the 
buildup  may  continue  but  probably  at  a  diminished  rate. 

Thus,  the  economy  faces  a  transition  to  a  lower  rate  of  investment  in 
inventories.  The  strength  elsewhere  in  the  economy  offers  important  evi¬ 
dence  that  the  inventory  adjustment  need  not  cumulate  into  an  excessive 
slowdown  of  activity.  The  over-all  assessment  does  suggest,  however,  that 
private  demand  is  not  likely  to  be  particularly  buoyant  in  the  first  half  of 
1967  and  that  a  stimulative  stabilization  policy  is  appropriate  to  support 
steady  expansion  during  this  period. 

FISCAL  PROGRAM  FOR  1967 

The  budget  will  be  appropriately  stimulative  in  the  first  half  of  1967. 
The  annual  rate  of  deficit  (national  income  accounts  basis)  is  expected  to  be 
more  than  $5  billion,  compared  with  a  $254  billion  deficit  rate  in  the  second 
half  of  1966.  Although  nondefense  spending  has  been  held  down,  both  the 
sp>ecial  costs  of  Vietnam  and  further  increases  in  transfer  payments  for 
Medicare  will  add  substantially  to  Federal  outlays.  Revenues  will  continue 
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their  normal  growth  in  the  first  half  of  1967 ;  but,  unlike  1966,  no  significant 
net  changes  in  tax  payments  will  result  from  recent  legislation.  An  increase 
in  payroll  taxes  of  $1/2  billion  (annual  rate),  which  went  into  effect  at  the 
beginning  of  1967,  will  be  nearly  offset  by  the  effect  of  the  system  of 
graduated  withholding  on  income  tax  collections.  As  a  result  of  this 
system,  which  was  instituted  last  May,  an  additional  $1  billion  in  per¬ 
sonal  taxes  was  collected  during  1966.  Reflecting  this,  net  final  payments 
this  spring  on  personal  tax  liabilities  for  1966  are  expected  to  be  correspond¬ 
ingly  smaller. 

By  midyear,  construction  should  be  recovering  with  the  stimulus  of  mone¬ 
tary  ease;  and  inventory  investment  should  be  leveling  off  at  a  moderate 
rate.  In  combination,  these  two  sectors  should  significantly  strengthen 
over-all  private  demand.  A  shift  toward  restraint  in  fiscal  |X)licy  is  appro¬ 
priate  at  that  time  to  assure  that  demand  does  not  outrun  capacity,  that 
movement  toward  restoration  of  price  stability  is  maintained,  and  that 
monetary  policy  does  not  have  to  be  tightened  again. 

In  line  with  this  set  of  aims,  the  President  is  asking  the  Congress  to  enact, 
as  of  midyear,  a  6  percent  surcharge  on  personal  and  corporate  income  tax 
liabilities  with  an  exerinption  for  low-income  families.  The  tax  will  remain 
in  effect  for  2  years  or  as  long  as  the  unusual  special  Vietnam  costs  continue. 
The  form  of  this  proposed  temporary  tax  increase  parallels  the  conclusion 
of  the  Subcommittee  on  Fiscal  Policy  of  the  Joint  Economic  Committee 
that  “.  .  .  a  uniform  percentage  addition  to  .  .  .  corporate  and  personal 
income  tax  liabilities  .  .  .,  to  be  effective  for  a  stated  period,  best  satisfies 
criteria  for  shortrun  stabilizing  revenue  changes.”  Once  fully  in  effect,  the 
surcharge  will  drain  off  an  estimated  $5.8  billion  (annual  rate)  of  private 
incomes — $3.9  billion  from  individuals  and  $1.9  billion  from  corporations. 

On  the  expenditure  side,  defense  purchases  will  continue  to  rise  but 
at  a  diminishing  rate  during  the  course  of  the  year.  Transfer  payments 
in  the  second  half  of  1967  will  exceed  the  rate  in  the  first  half  by  $4}4 
billion,  reflecting  primarily  the  proposed  increase  in  Social  Security  benefits. 
The  President  is  requesting  benefit  liberalization  amounting  to  $4  billion 
(annual  rate)  to  begin  by  midyea.r,  to  support  the  needs  of  the  elderly. 
The  liberalization  will  be  followed  by  an  increase  in  the  payroll  tax  base  at 
the  beginning  of  1968.  Reflecting  the  income  tax  surcharge,  normal  reve¬ 
nue  growth,  and  increased  expenditures,  the  rate  of  budget  deficit  will  be 
reduced  to  about  $3  billion  in  the  second  half  of  the  year,  and  the  budget 
is  expected  to  be  approximately  in  balance  in  the  first  half  of  1968. 

ECONOMIC  OUTLOOK 

With  Congressional  enactment  of  the  President’s  key  fiscal  proposals, 
GNP  for  1967  is  expected  to  reach  $787  billion,  given  the  $740  billion 
now  estimated  for  1966.  In  the  nature  of  economic  forecasting,  the  pro¬ 
jected  advance  of  $47  billion  must  be  viewed  as  the  midpoint  of  a  range 
of  possible  outcomes,  rather  than  a  precise  estimate. 


Like  any  quantitative  forecast,  the  estimated  rise  of  $47  billion  is  meant 
to  convey  important  qualitative  judgments.  The  advance  will  be  consider¬ 
ably  less  rapid  than  the  record  increase  of  $58  billion  in  GNP  in  1966. 
Healthy  forward  motion  will  nevertheless  be  maintained.  Real  output 
should  expand  nearly  in  line  with  the  4  percent  growth  of  potential.  As  ex¬ 
plained  in  Chapter  2,  the  price  record  should  improve;  over-all  prices  may 
increase  slightly  more  than  254  percent.  Finally  and  most  important,  the 
Nation  should  continue  to  experience  substantially  full  employment  in  1967. 
The  unemployment  rate  should  be  essentially  the  same  as  in  1966,  when  it 
averaged  3.9  percent.  After  allowance  for  an  increase  of  more  than  300,000 
in  the  Armed  Forces,  the  civilian  labor  force  should  expand  by  about  1J4 
million,  and  civilian  employment  should  approximately  keep  pace. 

Outlook  by  Sectors 

A  more  balanced  composition  of  output  is  expected  in  1967,  reflecting 
the  aims  and  effects  of  policy.  Neither  business  fixed  investment  nor  in¬ 
ventory  investment  will,  or  should,  be  strong  stimulating  forces.  On  the 
other  hand,  housing  should  gain  as  the  year  develops,  and  defense  outlays 
will  continue  to  provide  economic  stimulus. 

Business  Fixed  Investment.  After  increasing  by  an  average  of  13J4 
percent  annually  over  the  past  3  years,  business  fixed  investment  should 
expand  much  more  slowly  in  1967.  Evidence  of  this  is  already  provided 
in  the  November  survey  of  intentions  for  plant  and  equipment  spending. 
Investment  should  increase  only  slightly  from  its  level  in  the  fourth  quarter 
of  1966,  and  should  show  a  rise  of  about  $3  billion  from  1966  to  1967.  This 
pace  would  be  a  welcome  respite,  permitting  pressures  on  capital  goods  in¬ 
dustries  to  abate.  The  ratio  of  business  investment  to  GNP  should  decline 
slowly  to  a  more  sustainable  level  near  10^  p>ercent  by  year  end. 

Business  Inventories.  Inventory  investment  was  at  a  record  high  last 
year,  partly  because  of  the  rise  in  goods-in-process  stocks  of  industries 
producing  business  and  defense  equipment.  Any  further  buildup  of  these 
stocks  will  be  small.  Stocks  in  most  areas  are  expected  to  rise  in  line  with 
steady  and  moderate  advances  in  sales.  Inventory  investment  for  1967  may 
be  about  half  the  $1 1 54  billion  rate  experienced  in  1966.  Most  of  the  decline 
to  a  sustainable  rate  should  occur  in  the  first  half  of  the  year,  with  a  leveling 
off  thereafter. 

Homebuilding.  As  monetary  policy  continues  to  ease,  housing  starts 
should  begin  to  rise  above  their  current  depressed  level.  Additional  help 
should  come  from  actions  of  the  Federal  Home  Loan  Bank  Board 
(FHLBB)  and  the  Federal  National  Mortgage  Association  (FNMA). 
Because  of  the  lag  between  mortgage  commitments  and  construction  ex¬ 
penditures,  activity  should  begin  to  increase  very  gradually  in  the  first  half 
of  the  year  and  gain  considerable  momentum  in  the  latter  part.  Demo- 
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graphic  factors  and  low  vacancy  rates  point  to  latent  strength  in  home- 
building,  which  should  become  evident  during  the  course  of  1967. 

Residential  construction  exp>enditures  are  expected  to  increase  by  about 
$5  billion  to  $6  billion  from  the  fourth  quarter  of  1966  to  the  fourth  quarter 
of  1%7.  Even  so,  for  the  year  as  a  whole,  they  would  still  be  about  $1 
billion  below  the  1%6  average. 

Government.  State  and  local  government  purchases,  which  grew  by  10 
percent,  or  $7  billion  in  1966,  should  expand  in  1967  by  about  $8  billion  in 
response  to  growing  needs  and  strongly  increasing  revenues.  The  increase 
in  Federal  purchases  from  1966  to  1967  is  expected  to  be  $12  billion,  mostly 
for  defense.  But  the  rate  of  advance  will  taper  off  during  the  course  of 
the  year. 

Net  Exports.  As  the  growth  of  imports  moderates  and  exports  show 
strength,  net  exports  should  expand  throughout  the  year,  rising  about  $1 
billion  from  1966  to  1967. 

Consumption.  The  Rscal  program  for  1967  \vill  have  a  direct  impact  on 
after-tax  incomes  of  households  and  thus  on  their  consumption  outlays.  The 
growth  in  transfer  payments  will  increase  disposable  income,  while  the  pro¬ 
posed  surtax  on  individual  incomes  and  the  payroll  tax  that  just  took  effect 
will  restrain  it.  The  more  moderate  growth  expected  in  employment  and 
the  net  effect  of  these  policy  measures  will  hold  the  growth  of  disposable 
personal  income  in  1967  somewhat  below  the  gain  in  1966. 

This  advance  in  disposable  income  should  make  possible  a  gain  in  con¬ 
sumption  of  more  than  $30  billion  in  1967,  compared  with  a  rise  of  $33}/2 
billion  in  1966.  In  real  terms,  the  expected  gains  in  consumption  and 
disposable  income  in  1967  are  expected  approximately  to  match  those  of 
1966.  The  saving  rate  in  1967  should  remain  close  to  the  1966  level  of  5J4 
percent,  a  little  below  the  average  of  recent  years. 

Flexibility 

The  program  and  the  outlook  for  1967  provide  good  prospiects  for  a 
growth  of  demand  that  keeps  pace  with  capacity.  But  the  experience  of  1966 
is  a  clear  reminder  that  surprises  can  develop  and  that  policy  must  be  alert 
to  them.  This  year,  the  risks  are  on  both  sides:  demand  could  grow  too 
sluggishly  or  too  strongly.  A  balance  of  risks  is  a  necessary  feature  of  a 
full  employment  economy  moving  ahead  essentially  in  line  with  potential. 

In  the  ffrst  half  of  1%7,  there  are  forces  which  could  make  for  sluggish 
private  demand,  but  a  sizable  stimulus  from  Bscal  policy  will  help  to  clear 
the  hurdles.  Then,  in  the  second  half,  housing  should  move  up  strongly, 
the  rate  of  inventory  investment  should  stop  declining,  and  transfer  pay¬ 
ments  will  rise.  Indeed,  with  these  developments,  private  demand  could 
once  again  move  ahead  rapidly,  perhaps  even  too  rapidly.  But,  by  that  time, 
the  President’s  tax  program  will  be  moderating  the  advance. 

At  any  time  in  the  year,  the  outlook  for  plant  and  equipment  demand 
could  be  up>set  if  the  recent  signs  of  moderation  should  prove  illusory  or 
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if  a  sharp  and  pronounced  decline  should  occur.  Either  development  could 
call  for  a  response  by  stabilization  policies. 

Cessation  of  hostilities  in  Vietnam  would  be  the  most  welcome  surprise 
that  could  develop  in  1967.  It  would  challenge  economic  policy  to  smooth 
the  transition — and  policy  will  be  ready  to  meet  the  challenge.  On  the  other 
hand,  an  unexpected  increase  in  outlays  required  for  defense  would  have 
important  consequences,  pointing  toward  further  measures  of  restraint,  par¬ 
ticularly  from  hscal  policy. 

A  firm  set  of  attainable  objectives,  a  program  that  fits  the  present  outlook, 
alertness  to  changing  circumstances,  and  flexible  and  well-coordinated  use 
of  policy  instruments  are  the  necessary  means  for  maintaining  full  employ¬ 
ment  and  achieving  a  sustainable  advance  in  1967. 

IMPROVING  STABILIZATION  TOOLS  OVER  THE  LONGER  RUN 

The  tools  of  economic  stabilization  now  at  our  disposal  can  cope  quite 
effectively  with  the  problems  that  lie  immediately  ahead.  Over  the  coming 
years,  however,  there  is  a  continuing  need  to  sharpen  and  improve  these 
policy  tools — as  well  as  the  institutional  framework  within  which  they 
operate — so  that  short-term  policy  can  respond  efficiently  and  flexibly  to 
economic  fluctuations  and  simultaneously  promote  progress  along  a  path  of 
sustainable  long-term  growth. 

USES  OF  MONETARY  POLICY 

As  a  stabilization  tool,  mqnetary  policy  has  some  distinct  advantages. 
Policy  changes  can  be  made  quickly  in  response  to  changing  signals.  Fur¬ 
thermore,  as  was  evident  in  1966,  a  restrictive  monetary  policy  can  reduce 
aggregate  demand  fairly  promptly  and  very  sharply. 

But  there  are  also  distinct  limitations  on  the  uses  of  monetary  policy. 
As  demonstrated  in  1966  its  impact  on  different  sectors  of  the  economy  can 
be  highly  uneven,  both  in  magnitude  and  in  timing.  Moreover,  if  mone¬ 
tary  pKjlicy  is  used  repeatedly  and  in  large  doses  to  restrain  inflation,  it  may 
be  difficult  to  avoid  a  long-term  upward  trend  in  interest  rates.  And  the 
scope  for  monetary  policy  may  at  times  also  be  limited  by  balance  of  pay¬ 
ments  considerations. 

The  uneven  impact  of  changes  in  credit  conditions  is  unavoidable  to  a 
certain  extent.  Monetary  policy  inevitably  has  its  principal  effect  on  those 
sectors  that  are  particularly  dependent  on  credit.  But  the  special  vul¬ 
nerability  of  some  sectors  to  tightening  is  also  importantly  related  to  certain 
structural  characteristics  of  our  financial  institutions.  Over  time,  there 
should  be  scope  for  reducing  the  uneven  impact  of  monetary  pwlicy  through 
various  modifications  in  these  institutional  arrangements.  This  is  partic¬ 
ularly  true  with  respect  to  homebuilding. 

In  the  postwar  period,  changing  monetary  conditions  have  contributed  to 
several  major  swings  in  residential  construction.  This  particularly  sensi- 
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tive  reaction  to  monetary  conditions  reflects  the  reliance  of  mortgage  financ¬ 
ing  on  institutional  rather  than  open  market  sources  of  credit  and  its  special 
reliance  on  one  particular  type  of  institution,  namely  savings  and  loan  associ¬ 
ations.  The  most  recent  example  of  this  sensitivity,  reviewed  earlier,  was  in 
1966,  when  the  associations  suffered  major  withdrawals  of  funds. 

Until  1957,  savings  and  loan  associations  were  largely  sheltered  from 
competition  with  commercial  banks.  Bank  interest  rates  for  time  deposits 
were  fixed  at  a  low  level,  and  most  banks  were  not  interested  in  competing 
for  savings  funds.  At  that  time,  however,  a  series  of  increases  was  initiated 
in  the  administrative  ceilings  on  the  interest  rates  that  banks  could  pay  on 
time  deposits.  This  led  to  a  gradual  narrowing  in  the  differential  between 
rates  paid  by  the  associations  and  by  the  banks;  and  the  share  of  deposits 
going  into  savings  and  loan  associations  declined,  even  though  the  total 
amount  advanced  rapidly,  at  least  until  1966.  Given  the  respective  legal 
limitations  on  the  portfolios  of  banks  and  of  thrift  institutions,  such  a  shift 
gradually  tended  to  curtail  the  flow  of  funds  to  the  mortgage  market. 
There  is  every  reason  to  believe  that  thrift  institutions  will  continue  to  face 
strong  competition  from  banks,  and  must  hereafter  operate  in  a  very 
different  environment  from  that  prior  to  1957. 

The  supply  of  mortgage  funds  might  be  better  protected  in  future  periods 
of  tight  credit  conditions  if  techniques  could  be  devised  to  give  the  mort¬ 
gage  markets  new  and  better  forms  of  access  to  the  open  capital  markets, 
either  directly  or  through  the  thrift  institutions.  A  number  of  possible  ar¬ 
rangements  are  now  under  discussion  in  the  industry.  With  such  arrange¬ 
ments,  funds  would  be  available  only  at  competitive  rates;  but  they  would  be 
available.  At  present,  some  access  is  obtained  indirectly,  when  banks,  in¬ 
surance  companies,  and  savings  banks  sell  bonds  in  p>eriods  of  tight  money 
in  order  to  buy  mortgages.  FNMA  secondary  market  operations  and 
FHLBB  advances  to  savings  and  loan  associations  also  provide  an  indirect 
link  between  mortgage  financing  and  the  national  capital  market. 

Some  additional  stability  in  the  flow  of  funds  to  the  mortgage  market 
could  also  be  achieved  through  changes  in  the  practices  of  savings  and  loan 
associations.  They  could  p>artially  stabilize  their  mortgage  lending  activity 
in  the  face  of  fluctuations  in  deposit  flows  if  they  held  secondary  reserves 
as  commercial  banks  normally  do.  They  can  also  place  themselves  in  a 
better  position  to  hold  on  to  interest-sensitive  deposits  in  a  period  of  tight 
credit  by  issuing  special  instruments,  like  CD’s,  returning  a  higher  yield  to 
investors.  Comprehensive  authority  to  issue  such  instruments  has  been 
granted  only  recently  and  should  be  of  additional  help  in  the  future.  In 
particular,  the  associations  reduce  their  exp>osure  to  abrupt  changes  in  deposit 
flows  by  issuing  such  instruments  for  longer  maturities. 

It  would  also  be  desirable  to  strengthen  thrift  institutions  by  legislation 
permitting  the  Federal  chartering  of  mutual  savings  banks.  Such  insti¬ 
tutions  would  have  powers  to  invest  in  corporate  securities  and  con- 


sumer  loans  as  well  as  mortgages.  While  broadened  investment  privileges  of 
federally  chartered  mutual  savings  banks  might  initially  divert  some  funds 
from  the  mortgage  market,  such  chartered  banks  would  improve  the  effi¬ 
ciency  of  thrift  institutions,  strengthen  them  in  competition  with  banks,  and 
thereby  ultimately  benefit  the  mortgage  market. 

If  the  ability  of  the  thrift  institutions  to  compete  with  commercial  banks 
can  be  strengthened,  continuous  reliance  on  interest  rate  ceilings  on 
savings  accounts  may  no  longer  be  desirable.  But  there  could  still  be  occa¬ 
sions  when  rate  ceilings  would  serve  a  genuine  need.  This  contingency 
could  be  provided  for  in  either  of  two  ways:  (1)  through  standby  authority 
to  impose  rate  ceilings  under  particular  circumstances;  or  (2)  through 
permanent  ceilings  set  sufficiently  high  that  they  would  become  effective 
only  in  unusual  instances.  Pending  agreement  on  the  most  suitable  form 
of  permanent  legislation  for  regulating  rates,  the  present  legislation  (which 
expires  in  September)  should  be  continued  for  a  limited  period. 

The  kinds  of  financial  innovations  sketched  above  could  increase  the 
scope  for  the  active  use  of  monetary  policy  as  a  tool  of  stabilization.  With 
such  changes,  a  restrictive  monetary  policy  might  have  a  broader  and  less 
uneven  impact. 

There  are,  however,  other  possible  limitations  on  the  use  of  monetary 
policy.  There  is  the  danger  that  under  some  circumstances,  employment  of 
the  monetary  instrument  for  short-run  stabilization  purposes  can  produce 
an  upward  ratcheting  of  interest  rates  which  could  interfere  with  long-term 
economic  growth. 

Indeed,  in  the  postwar  period,  cyclical  movements  in  rates  have  been 
superimposed  on  a  distinct  upward  rate  trend.  Every  period  of  business 
expansion  has  brought  new  postwar  peaks  in  interest  rates.  Of  course, 
rates  were  abnormally  low  at  the  start  of  the  postwar  era,  reflecting  the 
unusually  large  liquid  balances  of  businesses  and  households.  But  this 
initial  situation  cannot  explain  th!e  continuing  upward  trend  in  rates 
since  the  mid-1950’s.  During  each  period  of  economic  expansion  in  the 
1950’s,  credit  was  tightened  sharply  to  restrain  demand.  The  resulting  in¬ 
creases  in  interest  rates  were  not  fully  offset  during  the  subsequent  mild 
recessions.  With  each  advance,  expectations  became  adjusted  to  the 
new  level.  Rigidities  retarded  declines,  once  higher  rates  were  built  into  the 
deposit  and  loan  practices  of  financial  institutions. 

But  an  upward  ratchet  of  interest  rates  is  not  an  inherent  or  necessary 
result  of  a  flexible  monetary  policy.  There  is  now  a  welcome  opportunity 
for  monetary  policy  to  demonstrate  its  reversibility  in  a  period  of  prosperity; 
indeed,  that  opportunity  has  already  begun  to  be  converted  into  reality. 

A  variety  of  approaches  can  also  be  used  to  reduce  some  of  the  obstacles  to 
a  flexible  use  of  monetary  policy  which  may  be  imposed  by  balance  of  pay¬ 
ments  considerations,  as  discussed  more  fully  in  Chapter  5. 

Monetary  p)olicy  is  an  indispensable  tool;  and  there  is  important  scope  for 
making  it  more  useful.  But  the  measures  that  can  be  taken  to  this  end  can- 
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not  fully  overcome  its  inherent  limitations.  It  needs,  and  has,  a  powerful 
ally  in  fiscal  policy. 

NEED  FOR  FISCAL  FLEXIBILITY 

In  any  over-all  stabilization  program,  fiscal  policy  must  play  a  major 
role.  Fiscal  policy  is  generally  more  even  in  its  impact  than  monetary  policy. 
Its  effects  tend  to  be  more  readily  predictable  and  less  subject  to  time  lags. 
Fiscal  policy,  too,  can  be  used  with  a  great  deal  of  flexibility. 

In  principle,  a  fiscal  program  for  short-term  stabilization  can  involve 
adjustment  of  budget  expenditures,  of  tax  rates,  or  of  both.  A  limited 
amount  of  discretionary  expenditure  variation  within  a  given  year  can 
be  very  useful  to  deal  with  unanticipated  economic  developments.  But 
most  economists  now  agree  that  the  selection  of  appropriate  expenditure 
levels  for  various  public  programs  in  the  budget  should  be  made  in  light  of 
the  relative  merits  of  alternative  programs,  and  of  the  benefits  of  added 
public  expenditures,  compared  with  private  ones,  at  the  margin.  Although 
the  timing  of  some  Federal  expenditures  can  be  flexibly  adjusted,  only  grad¬ 
ual  changes  can  be  made  in  other  programs  without  compromising  their 
efficiency,  at  least  to  a  degree.  For  such  reasons,  it  is  preferable  to  em¬ 
phasize  changes  in  tax  rates  (suitably  coordinated  with  changes  in  monetary 
ix)licy)  for  stabilization  purposes,  and  to  take  full  account  of  the  possibilities 
of  tax  and  monetary  adjustments  in  determining  patterns  and  levels  of 
public  expenditures. 

A  change  in  tax  rates  can  have  a  powerful  impact;  but  it  usually  need 
not  be  applied  in  heavy  doses.  A  large  downward  adjustment  in  tax  rates 
was  needed  in  1964,  because  fiscal  policy  had  been  permitted  to  tighten  un¬ 
duly  over  a  period  of  many  years.  But  if  active  fiscal  policy  is  pursued  con¬ 
tinuously,  only  small  adjustments  in  tax  rates  at  any  given  time  should  be 
needed  in  most  jjeacetime  situations.  Willingness  to  consider  making  such 
small  adjustments  frequently  would  contribute  substantially  to  the  effective¬ 
ness  of  stabilization  policy  and  to  efficient  planning  of  Government  pro¬ 
grams.  Indeed,  this  willingness  seems  already  established:  in  each  of  the 
past  6  years.  Presidents  Kennedy  and  Johnson  have  called  for  significant 
changes  in  tax  laws.  Annual  tax  changes  have,  in  fact,  become  the  rule 
rather  than  the  exception. 

The  very  fact  that  tax  rates  are  less  stable  than  in  the  past  helps  to  make 
for  a  more  stable  economy.  Far  from  being  a  source  of  increased  uncer¬ 
tainty — as  is  sometimes  alleged — the  flexible  and  coordinated  use  of  stabiliza¬ 
tion  policies  should  enable  both  business  firms  and  individuals  to  make  their 
economic  decisions  in  a  climate  of  greater  confidence.  A  knowledge  that 
policies  are  alert  to  changing  developments  should  help  to  reduce  the  im¬ 
portant  uncertainties  about  possible  fluctuations  in  sales,  profits,  and  em¬ 
ployment  opp>ortunities. 
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Appendix 

The  Federal  Budget,  National  Income  Accounts  Basis 

Throughout  this  Annual  Report,  Federal  receipts  and  expenditures  and 
budget  surpluses  or  deficits  are  referred  to  in  terms  of  the  national  income 
accounts  (NIA)  budget.  This  is  a  set  of  accounts  devised  by  the  Depart¬ 
ment  of  Commerce,  as  part  of  the  national  income  statistics,  to  register  the 
way  that  Federal  fiscal  transactions  affect  the  income  stream. 

The  principles  followed  in  the  NIA  budget  are  relatively  simple.  In  the 
first  place,  this  budget  is  comprehensive  and  records  all  Federal  transactions 
that  directly  alter  private  spendable  income  including  that  of  State  and  local 
governments.  It  incorporates  the  fiscal  transactions  of  all  Federal  agencies, 
regardless  of  the  legal  arrangements  applying  to  these  agencies.  Thus,  the 
accounts  include  operations  of  trust  funds  and  other  Government-owned 
agencies  as  well  as  regular  Government  departments. 

Second,  Federal  transactions  are  counted  at  the  time  that  they  add  to  or 
subtract  from  private  spendable  income,  which  often  is  different  from  the 
time  when  fimds  are  actually  withdrawn  from  or  deposited  into  Treasury 
accounts. 

Third,  all  transactions  involving  loans  or  exchanges  in  assets  are  excluded. 
The  Government  engages  in  numerous  lending  and  swapping  transactions 
involving  billions  of  dollars  a  year.  These  are  extremely  important  to 
the  operation  of  the  economy,  but  they  are  not  to  be  regarded  as  fiscal 
transactions  because  they  do  not  affect  disposable  incomes  directly. 

In  following  these  principles,  the  NIA  budget  differs  in  several  important 
respects  from  the  more  familiar  administrative  budget.  The  administrative 
budget  is  the  traditional  vehicle  for  the  management  and  control  of  most 
of  the  Federal  programs  which  operate  through  regular  Congressional  ap¬ 
propriations.  But  it  does  not,  and  was  not  designed  to,  reflect  even  approxi¬ 
mately  the  economic  impact  of  fiscal  p>olicy. 

For  the  calendar  year  1966,  the  NIA  budget  was  essentially  balanced  with 
a  tiny  surplus  of  $0.2  billion.  But,  in  tlie  administrative  budget,  expenditures 
outran  receipts  by  $7.3  billion.  The  main  elements  accounting  for  this  very 
large  difference  are  shown  in  Table  5.  Particularly  important  were  Federal 
net  loans  and  the  net  surplus  of  trust  funds. 

Trust  funds.  The  administrative  budget  generally  excludes  both  the  rev¬ 
enues  and  expenditures  of  Federal  trust  funds.  These  funds  include  the 
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Table  5. — Relation  oj  two  measures  oj  Federal  budget  surplus  or  deficit, 
calendar  year  1966 


Description 


Billions  of 
dollars 


Sarplas  or  deficit  (— ),  naUonal  income  acoonnta  bndfet 


0 


Plus:  Seigniorage . 

Excess  of  taxes  received  over  taxes  accrued _ 

Miscellaneous  adjustments  (net) . 

Less:  Excess  of  cash  myments  over  goods  received. 

Net  loans  and  financial  transactions . 

Surpius,  Federal  trust  funds . 

Benala:  Sarplnsor  deficit  (—),  administrative  bndgel.. 


1.4 

1.0 

1.0 

6.6 


-7 


Sources:  Bureau  of  the  Budget  and  Department  of  Commerce. 


various  Social  Security,  hospital  insurance,  and  Medicare  funds,  unemploy¬ 
ment  insurance,  railroad  and  civil  service  retirement  funds,  the  highway 
trust  fund,  veterans  life  insurance,  and  many  others.  Most  transactions  of 
trust  funds  directly  affect  the  private  income  stream.  Both  expienditures  and 
receipts  are  very  large,  approximately  $40  billion.  Moreover,  the  funds  can 
be  in  substantial  surplus  or  deficit  in  any  year.  In  calendar  1966,  they 
showed  a  net  surplus  of  $3.2  billion.  That  surplus  is  properly  reflected  in  the 
NIA  budget,  although  ignored  in  the  administrative  budget.  A  third  meas¬ 
ure  of  Government  financial  transactions — the  consolidated  cash  budget — 
corresponds  in  this  respect  with  the  NIA  budget. 

Timing.  In  business  accounting,  vriiich  provides  the  framework  for 
decision-making  by  firms,  purchases  and  sales  of  goods  and  services  are 
typically  recorded  when  liabilities  are  incurred  rather  than  when  cash 
changes  hands.  The  NIA  budget  generally  follows  the  same  procedure. 
On  the  revenue  side,  withholding  of  personal  income  taxes  is  counted  as  a 
collection  when  the  taxes  are  actually  taken  from  the  paychecks  of  employees 
rather  than  when  employers  pay  the  Government;  excise  and  sales  taxes 
are  counted  when  the  sales  of  taxable  goods  are  actually  made;  and  corporate 
income  taxes  are  counted  when  they  accrue.  Similarly,  on  the  expenditure 
side.  Government  purchases  of  goods  from  businesses  are  recorded  at  the  time 
of  delivery  rather  than  at  time  of  payment.  In  this  resf>ect,  both  the  adminis¬ 
trative  budget  and  the  consolidated  cash  budget  differ  from  standard  busi¬ 
ness  accounting  treatment  by  adopting  a  cash  basis  for  the  timing  of 
transactions. 

In  1966,  cash  collections  of  taxes  exceeded  accruals  by  about  $1.4  billion, 
while  cash  disbursements  for  goods  and  services  exceeded  deliveries  by 
$1.0  billion. 

Seigniorage.  The  NIA  budget  and  the  administrative  budget  also  differ 
in  their  treatment  of  Treasury  profits  on  coinage  operations  (seigniorage), 
which  amounted  to  $0.9  billion  last  year.  When  the  face  value  of  new 
coins  minted  exceeds  the  cost  of  metal  used  to  produce  them,  the  profit  is 
counted  as  a  receipt  in  the  administrative  budget.  But  it  is  not  a  Govern¬ 
ment  receipt  in  the  NIA  budget,  because  the  increase  in  Treasury  cash  bal- 
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ances  which  results  is  a  purely  internal  Government  bookkeeping  entry  which 
does  not  reduce  or  drain  off  private  purchasing  power. 

Lending.  A  further  and  vital  difference  between  the  NIA  budget,  on  the 
one  hand,  and  the  consolidated  cash  and  administrative  budgets,  on  the 
other,  involves  the  treatment  of  lending,  loan  repayment,  and  sales  of  finan¬ 
cial  assets.  Such  financial  transactions  are  excluded  from  the  NIA  budget 
because  they  do  not  change  the  net  worth  or  incomes  of  private  parties,  but 
only  their  liquidity.  The  reasoning  follows  the  same  line  applied  above  to 
tax  accruals  and  profits  on  coinage.  Just  as  businesses  do  not  regard  them¬ 
selves  as  becoming  poorer  at  the  time  they  actually  pay  taxes  they  already 
owe,  neither  do  they  consider  repaying  a  Government  loan  as  a  current 
expense.  Nor  conversely,  do  their  incomes  rise  when  they  obtain  loans  from 
the  Federal  Government.  Yet,  in  the  administrative  budget  a  new  Federal 
loan  increases  the  deficit  as  much  as  an  outlay  that  directly  raises  private 
income,  and  sale  or  repayment  of  the  loan  diminishes  it  just  as  much  as  a 
tax  payment. 

To  be  sure,  many  Federal  loan  transactions  have  important  effects  on 
private  spending.  But  they  work  in  a  less  direct  way  than  the  income¬ 
generating  transactions.  They  channel  funds  at  low  costs  to  various  ac¬ 
tivities  deemed  to  be  of  particular  social  or  economic  importance,  such  as 
experts,  college,  housing,  and  farm  production.  Given  the  level  of  tax 
revenues,  when  the  Government  lends  more,  it  must  also  borrow  more.  The 
net  impact  of  a  Federal  loan  financed  by  Government  borrowing  is  that 
Government  liabilities — Treasury  and  agency  issues — are  substituted  for 
private  debts. 

Such  substitution  is  likely  to  improve  the  terms  and 'lower  the  interest 
rates  available  to  some  borrowers.  But  other  borrowers  may  be  displaced, 
depending  on  credit  conditions  and  monetary  policy.  Federal  lending  is 
best  regarded  as  an  aspect  of  monetary,  credit,  and  debt  management 
p>olicy — not  of  fiscal  policy.  When  it  lends  borrowed  funds,  the  Government 
is  acting  as  a  financial  institution,  much  like  private  financial  institutions. 
Borrowers  from  private  financial  institutions  also  increase  their  liquidity. 
They  acquire  cash  by  incurring  debts.  They  are,  indeed,  better  off  for  the 
opportunities  to  borrow,  and  they  may  spend  more  as  a  result;  but  they  do 
not  regard  the  borrowing  as  an  addition  to  their  incomes. 

In  the  past  year,  the  Federal  Government  was  a  net  lender,  partly  because 
of  the  scarcity  of  funds  in  private  financial  markets.  The  difference  between 
the  two  budgets  on  this  account  amounted  to  $6.6  billion. 
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Chapter  2 


Prices  and  Wages  in  1966 

Expanding  production  and  fuller  employment  brought  gratifying  ad¬ 
vances  in  the  incomes  of  most  Americans  in  1966.  But  satisfaction 
with  higher  incomes  was  marred  by  concern  over  the  6rst  significant  rise  in 
prices  in  7  years. 

The  shift  away  from  price  stability  actually  began  early  in  1965,  when 
sagging  farm  prices  suddenly  reversed  direction,  followed  shortly  by  a  climb 
in  food  prices,  6rst  at  wholesale  and  then  at  retail.  During  the  course  of 
the  year,  prices  of  many  other  items  turned  upward.  But  it  was  only  in  1966 
that  price  movements  were  sufficiently  disturbing  to  arouse  public  concern. 

The  public  sensed  what  every  economist  knows — that  a  reasonably  stable 
price  level  is  essential  if  balanced  prosjjerity  and  full  employment  are  to  be 
continued  at  home  and  if  the  strength  of  the  dollar  is  to  be  maintained 
abroad.  Experience  proves  that  rising  prices  can  generate  distortions  that 
can  eventually  topple  an  economy  from  boom  to  recession.  Experience 
also  shows  that  rapidly  rising  prices  can  quickly  erode  a  country’s  competitive 
position  in  international  markets.  The  critical  economic  problem  to  be 
solved  in  the  year  ahead  is  that  of  maintaining  income  growth  and  full 
utilization  of  resources  without  becoming  trapped  in  an  inflationary  price- 
wage  spiral. 

The  recent  advance  in  prices  was  due  in  large  measure  to  the  acceleration 
in  the  growth  of  demand  which  began  in  mid- 1965  and  to  the  particularly 
rapid  increase  in  output  of  capital  goods  and  defense  products.  The  step-up 
in  the  rate  of  price  increase  cannot  be  explained  by  any  simple  formula. 
It  was  a  by-product  of  the  complex  process  by  which  additional  resources 
are  drawn  into  production  and  adapted  to  the  changing  composition  of 
demand.  That  process  is  now  largely  completed,  leaving  the  economy  with 
a  much  higher  rate  of  utilization  of  resources.  But  in  the  process  of  adjust¬ 
ment,  forces  were  set  in  motion  which  will  continue  to  push  up  prices  for  a 
time  even  though  the  pressure  on  resources  has  now  relaxed. 

Demand  had,  of  course,  been  rising  steadily  since  1961.  But  that  rise 
began  when  there  were  abundant  supplies  of  idle  labor  and  unused  equip¬ 
ment.  In  addition,  productive  capacity  was  being  steadily  increased  through 
the  installation  of  new  plant  and  equipment;  accretions  to  the  labor  force; 
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and  the  steady  rise  of  productivity  as  a  result  of  better  management,  an 
increasingly  educated  and  skilled  work  force,  new  industrial  processes,  and 
increased  capital  per  worker.  Thus,  throughout  the  early  1960’s  production 
could  expand  freely  to  match  growing  demand.  Moreover,  the  pattern 
of  expansion  of  industrial  capacity  was  well  balanced  with  the  pattern  of 
rising  demand,  so  that  few  specific  points  of  pressure  on  the  price  structure 
developed. 

By  mid- 1965,  prices  of  farm  products  and  of  some  industrial  raw  ma¬ 
terials  were  already  rising,  partly  because  of  growing  demand,  but  also 
for  such  unrelated  reasons  on  the  supply  side  as  the  stage  of  the  hog  produc¬ 
tion  cycle  or  impediments  to  minerals  production  abroad.  Moreover,  by 
that  time,  margins  of  idle  labor  and  underutilized  plant  and  equipment 
were  shrinking.  Under  these  circumstances,  the  rapid  spurt  in  demand 
and  production  that  began  in  mid- 1965  could  not  fail  to  affect  prices. 

The  sharp  rise  in  demand  for  defense  products  and  capital  goods  im¬ 
posed  special  pressures  on  the  metals  and  machinery  industries.  In  some 
branches  of  these  industries,  the  limits  of  efficient  utilization  were  surpassed, 
and,  in  a  few,  output  was  close  to  absolute  limitations  on  capacity. 

Even  where  productive  resources  were  not  fully  used,  it  was  often  difficult 
to  adjust  production  rapidly  enough  to  keep  pace  with  soaring  demands. 
Time  is  needed,  even  when  there  are  no  special  problems  affecting  supply, 
to  increase  the  output  of  farm  products  and  of  industrial  raw  materials, 
especially  metals.  It  takes  time  to  hire  workers,  activate  additional  machines, 
or  increase  the  rate  at  which  purchased  supplies  are  delivered.  In  the 
second  half  of  1965  and  in  early  1966,  the  expansion  of  demand  for  many 
products  and  services  was  pushing  against  these  speed  limits  on  the  expan¬ 
sion  of  output.  Moreover,  the  growth  of  demand  was  less  balanced  than 
previously,  so  that  pressure  points  multiplied.  For  some  products  and 
services,  production  could  keep  up  with  demand  only  at  somewhat  higher 
costs — using  standby,  semi-obsolete  equipment,  paying  overtime  rates, 
mining  lower  grade  ores,  and  so  on. 

There  were  also  imbalances  in  labor  markets  which  created  increasing 
difficulties  as  unemployment  declined.'  Workers  in  low-paid  occupations 
could  not  be  retained  without  substantial  upward  adjustments  of  wage 
scales.  Moreover,  reduced  unemployment  strengthened  the  bargaining 
position  of  unions  and  weakened  that  of  employers.  Wages  generally  began 
to  rise  faster  at  a  time  when  productivity  gains  were  slowing  down.  Prices 
of  services  of  all  kinds  continued  to  rise,  and  at  an  accelerated  rate,  as  wages 
in  many  service  occupations  were  increased  substantially. 

The  broad  upswing  in  prices  must  therefore  be  explained  in  terms  of  a 
complex  interaction  between  a  general  increase  in  the  pressure  on  productive 
resources  and  special  factors  impinging  on  a  limited  range  of  product  and 
labor  markets.  Had  the  increase  in  demand  been  slower  and  more  evenly 


balanced,  the  rise  in  the  price  level  would  certainly  have  been  less,  although 
some  increase  would  still  have  occurred.  Farm  products  and  raw  materials 
would  surely  have  risen  in  any  event,  given  the  supply  problems  at  home  and 
abroad.  Wage  adjustments  for  low-paid  occupations  would  still  have  been 
necessary,  though  they  could  have  been  more  gradual. 

Although  the  pressures  that  developed  in  early  1966  have  now  abated  some¬ 
what,  they  have  left  their  mark  on  the  structure  of  costs  and  prices.  Piices 
of  most  farm  products  and  of  many  industrial  raw  materials  move  more  or 
less  freely  in  both  directions.  The  same  is  true,  though  to  a  lesser  degree,  of 
many  products  at  early  stages  of  fabrication.  But  it  is  unlikely  that  past  price 
increases  in  most  other  parts  of  the  economy  will  be  reversed  so  long  as  the 
economy  remains  strong.  Moreover,  price  advances  for  such  items  as 
metals  and  industrial  equipment  tend  to  fan  out  and  become  built  into  the 
structure  of  industrial  costs.  And  even  temporary  increases  in  fann  and  food 
prices,  through  their  impact  on  consumer  prices,  materially  affect  the  pattern 
of  wage  negotiations.  The  resulting  higher  wage  settlements  also  tend  to  be 
permanently  built  into  the  cost  structure. 

Consequently,  the  return  to  price  stability  can  only  be  gradual.  However, 
as  1966  drew  to  a  close,  there  were  signs  of  progress.  Prices  of  farm  products 
and  some  raw  materials  had  leveled  off.  Thanks  to  the  enormous  strength 
and  adaptability  of  the  economy  and  the  skill  and  ingenuity  of  workers  and 
managements,  many  of  the  industrial  pressure  points  had  been  alleviated. 
With  the  slower  pace  of  growth  in  the  second  half  of  1966,  much  of  the  neces¬ 
sary  adaptation  was  accomplished.  More  of  it  will  be  accomplished  in  1967. 

THE  RECENT  PRICE  RECORD 

The  year  1%5  marked  the  end  of  a  long  period  of  price  stability  (Charts 
6  and  7) .  After  having  remained  virtually  constant  since  1958,  the  whole¬ 
sale  price  index  rose  by  3.4  percent  during  1965  (i.e.,  December  1964  to 
December  1965)  and  1.7  percent  during  1%6.  Consumer  prices  increased  by 
2.0  percent  during  1965  and  by  3.3  percent  during  1966. 

Between  December  1964  and  September  1966,  the  wholesale  price  index 
was  dominated  by  a  rise  of  14J4  percent  in  the  average  price  of  farm 
products,  foods,  and  feeds  (Table  6).  This  group  of  products  accounted 
for  over  60  jjercent  of  the  total  increase  in  the  index  over  this  period.  In 
the  fourth  quarter  of  1966,  wholesale  prices  of  farm  products  and  foods 
dropped  sharply  and  by  the  end  of  the  year  were  only  1  percent  higher  than 
at  the  end  of  1 965.  Prices  of  the  other  commodities  included  in  the  wholesale 
price  index  increased  by  1.8  percent  during  1966  (Table  7) .  Because  of  the 
strong  demand  for  investment  goods,  the  largest  price  increases  came  in  the 
machinery  producing  sector,  though  prices  of  metals  and  metal  products 
also  ro^  appreciably. 
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wholesale  Prices 


J/COMMODITIES  OTHER  THAN  FARM  PRODUCTS  AND  PROCESSED  FOODS. 
SOURCE:  DEPARTMENT  OF  LABOR. 


Table  6. — Changes  in  wholesale  and  consumer  prices,  1964-66 


Percentage  change 

December 

December 

September 

December 

1064  to 

1965  to 

1966  to 

1965  to 

December 

September 

December 

December 

1965 

1966 

1966 

1966 

Wholesale  prices: 

All  oommodities 


Farm  products,  processed  foods,  and  manu. 

factored  animal  i^s . 

Metals  and  metal  products . 

Nonelectrical  machinery . . . 

Electrical  machinery  and  equipment . 

All  other  oommodities . 


Consumer  t»ices; 

All  items . 

All  oommodities 


Food . 

Other  commodities 


1  Less  than  .05  percent. 

Sources;  Department  of  Labor  and  Council  of  Economic  Advisers. 
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Chart  7 

Consumer  Prices 


1957-59=100 


From  1960  to  1964,  the  consumer  price  index  rose  at  an  average  rate 
of  1.2  percent  a  year — with  commodity  prices  rising  by  less  than  1  percent 
and  service  prices  increasing  by  about  2  percent  a  year  (Table  8).  Much 
of  the  acceleration  in  consumer  prices  during  1965  was  directly  attributable 
to  food  prices,  but,  by  the  following  year,  prices  of  all  major  components 
had  begun  to  rise  more  rapidly.  Prices  of  services,  especially  in  the  medical 
and  hnancial  areas,  increased  most  and  accounted  for  half  of  the  total  rise 
in  the  index  during  1966.  There  were  further  increases  in  foods  and  other 
nondurables,  including  a  3.7  percent  rise  in  apparel  prices.  After  declining 
through  1965,  prices  of  consumer  durables  began  to  rise  in  the  second 
quarter  of  1966. 

Perhaps  the  most  comprehensive  measure  of  price  movements  is  the  im¬ 
plicit  price  deflator  for  gross  national  product  (GNP) .  Although  consumer 
prices  are  its  largest  component,  the  deflator  also  reflects  changes  in  the 
prices  of  structures,  producers’  durable  equipment,  exports  and  imports,  and 
government  purchases.  The  over-all  GNP  deflator  rose  by  3.6  percent 
between  the  fourth  quarter  of  1%5  and  the  fourth  quarter  of  1966.  Over 
that  same  period,  prices  of  structures  and  of  government  purchases  increased 
more  than  the  average  price  of  consumer  expenditures,  prices  of  producers’ 
durables  rose  less,  and  prices  of  experts  and  imports  remained  unchanged. 
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Table  7. — Changes  in  wholesale  prices,  December  1965  to  December  1966 


Relative 

Percentage 

change. 

Contribu¬ 
tion  to 

Commodity  group 

importance 
in  index 
(percent)* 

December 

1965 

December 
1966  > 

December 

1965  to 
December 

1966  > 

total 
change 
in  1966 
(percent) » 

All  commodities . : . 

100.00 

104.1 

105.9 

1.7 

100 

Farm  products,  foods,  and  feeds . 

26.19 

107.6 

108.7 

1.0 

17 

Farm  products . 

10.24 

103.0 

101 .8 

-5 

Processed  foods . 

13.97 

11 

Manufactured  animal  feeds . 

1.99 

118 .0 

132.0 

11 

Other  commodities . 

73.81 

102.9 

104.8 

83 

Textile  products  and  apparel . 

Hides,  skins,  leather,  and  leather 

7.83 

102.0 

101 .9 

(•) 

products . 

Fuels  and  related  products,  and 

1.43 

114.6 

117.5 

(>) 

power . 

7.71 

102.1 

11 

Chemicals  and  allied  products . 

6.41 

97.6 

98.2 

.6 

(•) 

Rubber  and  rubber  products . 

1.38 

93.5 

95.0 

1.6 

(>) 

Lumber  and  wood  products . 

Pulp,  paper,  and  allied  products... 

2.68 

101 .9 

102.5 

.6 

(>) 

G 

4.80 

103.0 

2.1 

Metals  and  metal  products.. . 

13.01 

108.9 

2.2 

16 

Machinery  and  motive  products... 

17.70 

107.9 

3.6 

38 

Nonelectrical  machinery _ ... 

Electrical  machinery  and 

7.78 

111.9 

117.0 

4.6 

21 

equipment . 

4.57 

96.6 

101 .4 

5.0 

11 

Motive  products . 

Furniture  and  other  household 

5.34 

101 .8 

1.1 

6 

durables . 

3.95 

98.2 

100.4 

2.2 

1 

Nonmetallic  mineral  products . 

Tobacco  products  and  bottled 

2.88 

101.6 

103.2 

1.6 

(•) 

beverages . 

2.60 

107.9 

110.1 

2.0 

(•) 

Miscellaneous  products  * . 

1.46 

104.2 

104.8 

.6 

>  As  of  December  1963. 

» Preliminary. 

*  Less  than  0. 5  percent. 

<  Excludes  manufactured  animal  feeds. 

Note.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 
Sources:  Department  of  Labor  and  Council  of  Economic  Advisers. 


Table  8. — Changes  in  consumer  prices,  1960-66 


Item 

Relative 
impor¬ 
tance  in 
index 
(percent)  < 

Percentage  change  per  year 

Contribu¬ 
tion  to 
total 
change  in 
1966 

(percent) 

1960 

to 

1964 

December 
1964  to 
December 
1965 

December 
1965  to 
December 
1966 

All  items . 

100.0 

1.2 

2.0 

3.3 

100 

Food . 

22.8 

3.5 

3.8 

26 

Nondurable  commodities  less  food . 

24.6 

2.0 

2.8 

21 

Durable  commodities . 

18.1 

-1.0 

.7 

3 

Services:  Total . 

34.5 

2.0 

2.7 

4.9 

50 

Less  rent . 

29.1 

2.2 

2.9 

5.5 

48 

'  As  of  December  1965. 

Note.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 
Source:  Department  of  Labor. 


LABOR  COMPENSATION  AND  LABOR  COSTS 

Compensation  of  employees  increased  by  $40  billion  from  1965  to  1966, 
more  than  two-thirds  of  the  increase  in  GNP.  Much  of  the  increase  in 
money  compensation  represented  labor’s  share  of  the  added  output  produced 
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by  added  employment.  Some  of  it  represented  labor’s  share  of  the  added 
output  whi^h  resulted  from  the  growth  of  productivity.  But  some  of  the 
gain  in  employee  compensation  reflected  increases  in  wage  rates  in  excess 
of  the  growth  of  productivity.  That  part  of  the  increase  in  labor  compensa¬ 
tion  served  to  increase  unit  labor  costs  and  thereby  to  push  prices  up. 

Compensation  per  man-hour  grew  more  rapidly  in  1966  than  in  earlier 
years.  At  the  same  time,  productivity  grew  more  slowly  than  usual.  As  a 
result,  unit  labor  costs  in  manufacturing  showed  the  first  significant  rise  since 
1960.  For  the  private  nonfarm  economy,  the  rate  of  increase  of  labor  costs 
accelerated. 

The  tight  labor  markets  generated  by  rising  demand  were  mainly  respon¬ 
sible  for  the  rapid  rise  in  hourly  compensation,  although  collective  bargain¬ 
ing  power  was  important  in  a  few  sectors. 

SUPPLY  AND  DEMAND  IN  THE  LABOR  MARKET 

The  accelerated  growth  of  output  that  began  in  mid-1%5  was  ac¬ 
companied  by  record  increases  in  employment  throughout  the  economy.  As 
indicated  in  Chapter  1,  the  rising  demand  for  workers  also  induced  an  in¬ 
crease  in  the  supply,  with  nearly  500,000  more  workers  entering  the  labor 
force  in  1966  than  demographic  trends  would  have  indicated.  The  num¬ 
ber  of  workers  on  part-time  schedules  “for  economic  reasons”  dropped 
sharply  for  the  second  year  in  a  row,  and  the  unemployment  rate  fell  to 
the  lowest  level  since  1953. 

Although  no  general '  labor  shortage  resulted,  labor  markets  in  almost 
every  industry,  occupation,  and  area  tightened  appreciably,  and  shortages 
appeared  at  a  number  of  points.  The  abruptness  of  the  increase  in  demand 
itself  strained  the  normal  processes  of  adjustment,  and  contributed  to  more 
pressure  on  wages  and  on  costs  than  would  have  occurred  had  the  same 
over-all  level  of  employment  been  reached  more  slowly. 

Pattern  of  Demand 

The  gains  in  employment  were  distributed  unevenly  among  industries 
and  occupations  (Table  9).  In  many  industries,  the  expansion  since 
mid- 1965  simply  accentuated  long-run  employment  trends,  such  as  the 
growth  in  trade  and  services  and  the  decline  in  agriculture.  After  years  of 
little  change,  manufacturing  employment  rose  sharply,  particularly  in  the 
durable-goods  sector,  reflecting  the  sharp  increase  in  defense  and  capital 
goods  spending  (Chart  8 ) . 

For  the  same  reasons,  the  increase  in  the  demand  for  workers  in  various 
occupations  was  also  uneven.  Many  of  the  occupational  kbor  shortages  re¬ 
ported  during  the  past  18  months  were  an  intensification  of  longstanding 
imbalances  between  supply  and  demand — for  example,  for  teachers,  doctors, 
nurses,  and  engineers.  But  new  shortages  app>eared  in  a  number  of  skilled 
occupations — machinists,  toolmakers,  modelmakers  and  patternmakers, 
aircraft  mechanics,  and  setup  operators  for  various  metalworking  ma- 
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Table  9. — Changes  in  employment,  by  industry,  1960-66 


Industry 

Percentage  change  per  year 

IMO  to  1964 

1964  to  1965 

1965  to  1966 

12 

5.1 

14 

5.8 

&8 

7.7 

2.5 

3.3 

—.3 

-.6 

3.1 

13 

2.1 

14 

10 

Z6 

2.1 

4.1 

16 

3.5 

6.2 

.8 

1.3 

16 

6.4 

-11 

-3.7 

-8.3 

■  Labor  force  basis. 

Source;  Department  of  Labor. 


chines — which  clearly  resulted  from  the  rapid  expansion  in  durable  manu¬ 
facturing.  Until  the  closing  months  of  1966,  there  were,  in  addition,  short¬ 
ages  of  skilled  construction  labor  in  many  parts  of  the  country. 

Meeting  the  Demand  for  Labor 

Some  of  the  increase  in  the  demand  for  labor  could  be  easily  met  by  hir¬ 
ing  workers  previously  unemployed.  For  the  reasons  set  forth  in  Chapter  3, 
however,  the  pattern  of  skills  and  residence  of  the  unemployed  did  not  fully 
match  the  pattern  of  hiring  needs.  Employers  often  were  forced  to  make 
other  adjustments.  They  recruited  at  longer  distances  than  before — in  some 
cases  even  abroad;  searched  their  rolls  for  workers  who  could  be  upgraded; 
redesigned  jobs  and  even  altered  production  methods  to  make  better  use  of 
available  workers.  Hiring  standards  were  lowered,  and  training  programs 
for  both  new  and  previously  employed  workers  were  expanded.  Particularly 
in  manufacturing,  employers  lengthened  the  workweek  to  meet  their  pro¬ 
duction  schedules. 

But  such  adjustments  become  increasingly  costly  the  further  they  are 
pushed.  Moreover,  for  highly  skilled  occupations — at  the  extreme,  pro¬ 
fessional  workers — several  years  are  needed  to  increase  the  supply.  Employ¬ 
ers  therefore  were  willing  to  increase  what  they  would  pay  for  a  worker  who 
already  met  their  preferred  sp)eci6cations.  The  result  was  a  bidding  up  of 
wages  for  scarce  skills  and  a  rapid  rise  in  quit  rates. 

Competitive  market  pressures  also  extended  to  many  low-paid  types  of 
labor.  Many  farm  laborers,  unskilled  or  semiskilled  service  workers,  and 
factory  workers  in  the  low-wage  industries  were  attracted  by  the  jobs  open¬ 
ing  up  in  higher  wage  industries  and  areas,  and  new  entrants  to  the  labor 
force  naturally  preferred  jobs  in  the  high-wage  sectors.  Employers  in  low- 
wage  industries  were  thus  forced  to  give  larger  wage  increases  than  other 
employers  in  order  to  hold  experienced  workers  and  to  recruit  new  ones. 
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’/lumber  and  wood  products,  and  stone,  clay,  and  glass. 


SOURCES:  DEPARTMENT  OF  LABOR  AND  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM. 
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Collective  Bargaining 

Moreover,  tight  labor  markets  enhanced  the  bargaining  power  of  orga¬ 
nized  workers  and  reduced  that  of  employers.  When  prices  and  profits 
are  rising  throughout  the  economy,  workers  expect  to  receive  larger 
increases  than  before.  Also,  workers  are  more  willing  to  strike  when  jobs 
have  been  and  are  expected  to  remain  plentiful.  On  the  employers’  side, 
wage  increases  are  less  vigorously  opposed  at  a  time  when  they  can  easily  be 
recovered  in  higher  prices.  In  addition  to  the  market  forces  that  put 
pressure  on  wages,  the  rise  in  consumer  prices  associated  with  the  strong 
expansion  of  demand — as  well  as  the  high  profits  of  many  employers — 
understandably  strengthened  organized  labor’s  demands  for  larger  wage 
increases  generally. 

As  a  result  of  the  changed  bargaining  situation  and  of  workers’  more 
militant  attitudes,  more  workers  struck  in  1966  than  in  any  year  since  1959. 
Also,  the  available  information  on  mediated  contracts  indicates  that  in  1966 
union  members  voted  down  a  higher  proportion  of  tentative  agreements 
made  by  their  representatives  than  in  other  recent  years. 

Only  a  limited  number  of  contracts  were  negotiated  during  1966,  but 
they  provided  for  wage  increases  substantially  higher  than  those  obtained 
in  earlier  years  (Table  10).  Moreover,  the  size  of  wage  and  fringe  benefit 
gains  tended  to  increase  as  the  year  progressed.  A  number  of  important 
negotiations  in  the  second  half  of  the  year  resulted  in  compensation  gains 
well  above  those  typical  of  earlier  contracts. 

As  a  result  of  deferred  wage  increases  and  cost-of-living  escalator  adjust¬ 
ments,  wages  paid  under  existing  contracts  also  rose.  But  these  wage 
gains  were  substantially  lower  than  the  increases  obtained  from  contracts 
newly  negotiated  in  1966.  The  median  1966  union  wage  increase  (ex¬ 
cluding  fringes)  in  all  nonconstruction  contracts,  new  and  existing,  was 


Table  10. — tVage  changes  in  major  collective  bargaining  situations,  1961-66^ 


Type  of  wage  change 

Changes  In  wage  rates  as  percent  of  stralght-tlme 
hourly  earnings 

1061 

1962 

1963 

1964 

1965 

1966  i 

Median  of  first-year  changes  negotiated  during  speci¬ 
fied  year: 

■ 

All  Industries . 

2.8 

2.9 

3.0 

3.8 

4.4 

Manufacturing . 

2.4 

2.4 

4.0 

4.2 

Nonmanufacturing . 

3.6 

4.0 

3.6 

3.7 

Median  adjustment  effective  during  specified  year, 
regardless  of  date  of  negotiation:  • 

All  Industries . 

2.8 

2.9 

2.7 

3.4 

3.3 

Manufacturing . 

^^9 

2.6 

2.7 

2.0 

3.4 

Nonmanufacturing . 

1  2.6 

3.5 

3.2 

3.6 

3.4 

1  3.4 

•  An  contracts  affecting  1,000  or  more  workers  In  all  Industries  except  construction,  services,  finance,  and 
government. 

>  Based  on  preliminary  data  available  In  early  January  1967. 

>  Includes  changes  In  wage  rates  negotiated  during  specified  year,  plus  Increases  decided  upon  In  earlier 
years,  cost-oMlvlng  escalator  adjustments,  and  no  wage  changes. 

Source-  Department  of  Labor. 
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3.3  percent,  about  the  same  as  in  1965,  although  higher  than  in  other 
recent  years. 

Construction  workers  obtained  considerably  larger  increases  in  both  wages 
and  fringe  benefits  than  did  other  workers.  The  available  information 
indicates  that  the  average  annual  increase  in  hourly  compensation  (wages 
plus  fringe  benefits)  in  major  construction  settlements  was  over  6^  percent 
in  both  1965  and  1966. 

Compensation 

The  pressures  on  the  labor  supply  in  areas  other  than  manufacturing 
during  the  past  year  resulted  in  a  sharp  acceleration  in  wage  rates.  As 
shown  in  Table  11,  the  increases  in  average  hourly  earnings  in  the  manu¬ 
facturing  industries  were  exceeded  by  the  gains  in  most  other  sectors. 

The  substantial  wage  gains  outside  manufacturing  extended  through  the 
whole  spectrum  of  occupations  though,  as  noted  above,  the  intensity  of  wage 
pressures  varied  widely.  Professional  and  semiprofessional  workers  were  in 
continued  short  supply.  In  fact,  there  was  a  general  shortage  of  persons 
with  a  college  education.  The  salary  offers  made  to  graduating  college 
students  in  1966  increased  by  about  6  percent,  compared  with  an  increase 
of  3^  percent  in  1965.  There  were  also  notable  wage  increases  for  nurses 
in  many  areas  in  the  last  half  of  the  year.  At  the  other  end  of  the  sp>ectrum, 
wage  rates  rose  rapidly  in  low-wage  service  occupations;  and  agricultural 
wages,  which  are  generally  low,  rose  by  a  spectacular  8.3  percent. 

For  the  entire  private  economy,  average  hourly  compensation,  including 
fringe  benefits,  increased  65/2  percent  (Table  12).  About  0.8  percent 
was  due  to  increased  employer  contributions  for  social  insurance.  And 
a  significant  part  of  the  increase  reflected  a  shift  of  workers  from  the  farm 

Table  11. — Changes  in  average  hourly  earnings,  by  industry,  1960-66 


Percentage  change  per  year 


I960  to  1964 

1964  to  1965 

1965  to  1966  < 

Manufacturing: 

2.8 

3.0 

3.0 

2.8 

3.1 

3.8 

1.3 

5.8 

4. 3 

3.6 

3.9 

4. 9 

Transportation  and  public  utilities: 

3.8 

3. 1 

3. 0 

3.5 

4.3 

3.8 

Z9 

3.6 

3. 1 

3.0 

3.6 

4.6 

3.7 

4.8 

4. 1 

(“) 

3.9 

3.8 

Service  and  miscellaneous: 

4.3 

4.7 

5.9 

3.8 

5.6 

5.3 

2.5 

5.2 

8.3 

>  Preliminary. 

2  Excludes  eating  and  drinking  places. 

>  Not  available. 

*  Prior  to  January  1964,  data  relate  to  production  workers. 

Note.— Data  are  for  production  workers  in  manufacturing  and  mining,  for  construction  workers  in  con' 
tract  construction,  and  for  all  nonsupervisory  employees  in  other  industries  (except  as  noted). 

Sources:  Department  of  Labor  and  Department  of  Agriculture. 


82 


Table  12. — Changes  in  compensation,  productivity,  and  unit  labor  cost  in  the 
private  economy  since  1947 


Item 

1947 

to 

1965 

Percentage  ch 

1960 

to 

1964 

ange  per  yeax 

1964 
to 

1965 

1965 

to 

19661 

Total  private,  all  persons: 

■1 

Average  hourly  compensation » . 

4.3 

3.7 

6.5 

Output  per  man-hour . 

3.8 

2.8 

2.8 

Unit  labor  cost . 

1.6 

.4 

1.0 

3.6 

Private  nonfarm,  all  persons: 

Average  hourly  compensation » . . . 

4.8 

3.9 

3.3 

5.6 

Output  per  man-hour . 

2.8 

2.1 

2.4 

Unit  labor  cost . 

1.9 

1.0 

3.2 

Manufacturing,  all  employees: 

Average  hourly  compensation  . 

S.1 

4.8 

Output  per  man-boiir . 

3.1 

Unit  labor  cost . 

■i 

■h 

1.7 

>  Preliminary;  based  on  averages  of  quarterly  data;  not  strictly  comparable  with  changes  for  prior  years. 

•  Wages  and  salaries  of  all  employees  and  supplements  to  wages  and  salaries  such  as  employer  contribu¬ 
tions  for  social  insurance  and  for  private  pension,  health,  unemployment,  and  welfare  funds,  compensation 
for  injuries,  pay  of  the  military  reserve,  etc.  For  total  private  and  private  nonfarm,  also  includes  an 
estimate  of  wages,  salaries,  and  supplemental  payment  part  of  the  income  of  the  self-employed. 

Sources:  D^artment  of  Commerce,  Department  of  Labor,  Board  of  Governors  of  the  Federal  Reserve 
System,  and  Council  of  Economic  Advisers. 

to  the  nonfarm  sectors.  Because  wages  are  generally  higher  in  the  nonfarm 
sector,  this  shift  of  w’orkers  raises  the  average  level  of  wages  in  the  private 
economy.  In  fact,  it  is  the  main  reason  why  the  over-all  gain  is  so  much 
higher  than  the  gain  in  the  nonfarm  sector  alone. 

Compensation  jjer  man-hour  for  manufacturing  workers  rose  by  4.8 
percent  in  1966 — a  signiHcant  increase  over  the  3.5  percent  average  annual 
gain  from  1960  to  1965 — but  considerably  less  than  the  5.7  percent  gain  for 
other  nonfarm  workers.  Furthermore,  much  of  the  acceleration  in  manu¬ 
facturing  compensation  was  due  to  the  increased  employer  contributions 
for  social  insurance,  the  rise  in  overtime  work,  and  the  relative  shift  of 
workers  into  the  higher-wage  durable  manufacturing  sector.  In  spite  of  some 
skill  shortages  and  the  rapid  increase  in  general  employment,  manufacturers 
generally  had  less  difficulty  in  recruiting  than  employers  in  some  other  sec¬ 
tors,  because  manufacturing  wages  are  relatively  high.  Of  course,  the  small 
proportion  of  new  union  contracts  in  manufacturing  negotiated  during  1966 
also  served  to  hold  down  wage  increases. 

Productivity  and  U nit  Labor  Costs 

Output  per  man-hour  has  shown  a  long-term  upward  trend  but  annual 
advances  in  productivity  often  deviate  significantly  from  the  trend.  The 
trend  rate  of  growth  of  productivity  largely  determines  the  long-term  trend 
in  real  wage  rates.  And  the  changes  in  unit  labor  costs  which  result  from 
the  movements  of  employee  compensation  in  relation  to  the  movements  of 
productivity  play  a  major  role  in  determining  price  level  movements. 

The  long-term  advance  in  output  per  man-hour  is  attributable  to  several 
factors:  an  increase  in  the  abilities  of  the  average  worker;  additional  capital 
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per  worker;  technological  progress;  and  improved  management  and  organi¬ 
zation.  A  major  element  underlying  the  increased  average  quality  of  the 
work  force  has  been  a  steady  gain  in  educational  achievement.  The  expan¬ 
sion  of  private  and  Government  training  programs,  better  health,  and 
improved  working  conditions  have  also  contributed  to  the  efficiency  of 
workers. 

Gains  in  labor  skills  have  been  accompanied  by  additions  to  the  economy’s 
stock  of  productive  capital.  Business  investment  has  continually  provided 
the  average  worker  with  more  and  better  machines  to  increase  the  speed, 
accuracy,  and  ease  of  his  production.  The  rapid  pace  of  technological 
progress  has  been  made  possible  through  large  and  increasing  investments 
in  research  and  development. 

CX^er  any  reasonably  long  period  of  time,  these  changing  characteristics 
of  the  labor  force  and  the  capital  stock  are  the  basic  determinants  of  the 
economy’s  total  productive  capacity  and  of  the  productivity  of  its  workers. 
But,  in  the  short  run,  much  of  the  fluctuation  in  productivity  is  due  to 
cyclical  variations  in  business  operating  rates.  During  an  expansion,  as 
operating  rates  pick  up,  firms  utilize  their  capital  and  labor  more  efficiently. 
Until  full  capacity  is  reached,  output  can  be  increased  with  little  or  no  in¬ 
crease  in  overhead  labor  (supervisors,  clerical  and  maintenance  workers, 
etc.).  Furthermore,  since  it  is  difficult  and  costly  to  adjust  the  work  force 
in  response  to  each  fluctuation  in  demand,  changes  in  employment  tend  to 
lag  somewhat  behind  production.  For  these  reasons,  productivity  gains  are 
generally  higher  than  average  during  periods  of  rising  utilization  rates. 
However,  once  output  begins  to  press  against  capacity,  less  efficient  equip¬ 
ment  is  brought  into  use,  less  skilled  labor  is  hired,  and  employment  begins  to 
catch  up  with  output.  Productivity  gains  drop  back  to,  and  temporarily 
drop  below,  their  long-run  rate  of  increase. 

The  substantial,  and  sometimes  erratic,  short-run  movements  in  produc¬ 
tivity  make  it  impossible  to  provide  a  single,  unambiguous  estimate  of  the 
trend  in  productivity.  But  a  variety  of  statistical  techniques  has  been  used 
to  adjust  as  completely  as  possible  for  the  effects  of  the  short-run  factors. 
The  results  for  the  private  economy  as  a  whole  consistently  indicate  a  trend 
rate  of  increase  in  real  output  per  man-hour  of  somewhat  over  3  percent  a 
year.  The  comparable  trend  for  the  private  nonfarm  economy  is  about  half 
a  percentage  point  lower.  Of  course,  the  trends  themselves  are  likely  to 
change  slowly  over  time. 

Because  of  the  technological  advances  in  agriculture,  productivity  gains  in 
that  sector  far  exceed  those  in  the  nonfarm  sector.  This  accounts  in  part  for 
the  fact  that  productivity  grows  faster  in  the  total  private  economy  than  in  the 
nonfarm  sector  alone.  An  even  more  important  factor  is  the  continuing  shift 
of  workers  from  farming  into  nonfarm  occupations.  Although  produc¬ 
tivity  is  growing  faster  in  the  farm  sector,  average  output  per  man-hour  is 
appreciably  higher  in  the  nonfarm  sector.  When  a  worker  shifts  from  a  farm 
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to  a  nonfarm  occupation  he  generally  increases  his  productivity  and,  thus, 
the  average  productivity  in  the  private  economy. 

From  1960  to  1965,  as  the  economy  moved  toward  full  utilL'^ation  of  re¬ 
sources,  it  made  more  efficient  use  of  its  productive  plant  and  overhead 
labor.  As  a  result,  output  per  man-hour  rose  at  a  faster  rate  than  the  long¬ 
term  trend  (Table  12).  By  1965,  however,  productivity  gains  in  some  sec¬ 
tors  began  to  weaken  despite  the  very  rapid  growth  in  output.  After  some 
5  years  of  rapid  expansion,  the  deferred  adjustments  in  employment  began 
to  catch  up  with  output.  Furthermore,  in  some  industries,  production 
began  to  press  against  capacity  and  firms  were  forced  to  use  semi-obso¬ 
lete  equipment,  run  extra  shifts,  hire  untrained  workers,  and  struggle  with 
supply  bottlenecks. 

As  output  grew  at  a  more  moderate  pace  in  1966,  firms  continued  to  make 
adjustments  in  their  work  force.  Productivity  gains  remained  somewhat 
below  trend  in  all  sectors,  and  there  was  a  further  slowdown  in  manufactur¬ 
ing  productivity.  After  showing  strong  gains  in  the  first  half  of  1966,  manu¬ 
facturing  productivity  remained  virtually  unchanged  after  midyear.  For 
the  year  as  a  whole,  output  per  man-hour  increased  by  3.1  percent — some¬ 
what  below  the  average  annuzil  increase  in  the  pxjstwar  period. 

U nit  Labor  Costs 

Because  productivity  gains  between  1%0  and  1964  were  above  normal,  and 
compensation  gains  relatively  moderate,  unit  labor  costs  remained  essen¬ 
tially  stable  in  that  period.  Then  as  productivity  gains  began  to  slacken  in 

1965,  unit  labor  costs  were  held  to  a  modest  increase  by  the  slowdown  in  the 
growth  of  compensation  per  man-hour.  For  the  entire  private  economy, 
unit  labor  costs  in  1965  averaged  only  2  percent  higher  than  in  1961.  In 

1966,  however,  tight  labor  markets  pushed  compensation  up  more  rapidly, 
and  there  was  no  surge  in  productivity  to  maintain  stable  costs.  As  a  result, 
unit  labor  costs  rose  an  average  of  more  than  Syi  percent  in  the  private 
economy  and  nearly  2  percent  in  manufacturing,  the  first  appreciable  in¬ 
crease  during  the  entire  period  of  expansion. 

Although  the  rise  in  unit  labor  costs  in  1966  in  the  crucial  manufacturing 
sector  represents  a  serious  break  with  the  earlier  record  of  stability,  it  was 
well  below  the  increase  experienced  in  every  other  postwar  expansion 
(Chart  9) .  Hourly  compensation  in  manufacturing  grew  steadily  and  quite 
rapidly  throughout  the  entire  year.  From  the  fourth  quarter  of  1965  to  the 
fourth  quarter  of  1966,  compensation  per  man-hour  increased  by  nearly  6 
f>ercent.  Because  of  the  uneven  rates  of  growth  of  output  and  productivity, 
most  of  the  rise  in  unit  labor  costs  in  manufacturing  was  concentrated  in  the 
second  half  of  1966.  During  the  first  half  of  1966,  unit  labor  costs  rose  at  a 
rate  of  about  2  percent,  but  then  accelerated  to  an  annual  rate  of  nearly  5 
percent  in  the  second  half  of  the  year.  Since  this  sharp  upturn  was  in  part 
a  reflection  of  the  very  uneven  pattern  of  growth  of  output  during  the  year, 
it  should  be  regarded  as  temporary  in  nature. 
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Chart  9 


Unit  Labor  Costs  in  Manufacturing  Since  1948 


PREVIOUS  PEAKS  100J/ 


P-CVaiCAL  PEAK:  JULY  19S3,  JULY  1957,  AND  UAY  1960. 

^PREVIOUS  PEAKS  ARE  NOVEMBER  1940,  JULY  1953,  JULY  1957,  AND  MAY  1960. 

^CVaiCAL  TROUGHS  ARE  OCTOBER  1949,  AUGUST  1954,  APRIL  1958,  AND  FEBRUARY  1961. 

N0TE.-PERI0D5  COVERED  ARE  NOVEMBER  1948-AUGU5T  1954,  JULY  19S3-APRIL  1958,  JULY  19S7-FEBRUARY 

1961,  AND  MAY  1960-DECEMBER  1966  (LATEST  DATA  AVAILABLE). 

SOURCES:  DEPARTMENT  OF  COMMERCE  AND  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM. 

In  sununary,  all  major  sectors  of  the  economy  experienced  higher  unit 
labor  costs  during  1966,  particularly  in  the  latter  half  of  the  year.  This 
upswing  broke  a  long  record  of  relative  stability.  Productivity  gains,  which 
had  been  above  trend  during  previous  years,  slowed  down  in  1965  and  1966 
while  the  rise  of  compiensation  accelerated.  The  trend  of  prices,  described 
in  the  following  sections,  could  not  be  insulated  from  the  resulting  rise  in 
unit  costs. 


PRICES  IN  MAJOR  SECTORS 

In  view  of  the  critical  significance  of  prices  in  the  1966  economic  record 
and  in  the  outlook  for  1967,  a  fuller  review  than  usual  of  the  price  situation 
in  major  sectors  is  called  for  in  this  Annual  Report.  This  review  concen¬ 
trates  on  four  sectors:  farm  and  food  products;  raw  materials;  manu¬ 
factured  products;  and  consumer  services. 
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FARM  PRODUCTS  AND  FOOD 

As  indicated  earlier,  farm  prices  rose  sharply  in  1965  and  continued  to 
rise  during  the  first  three  quarters  of  1966.  Prices  declined  sharply  in  the 
final  quarter  of  the  year  and  by  December  showed  little  change  from  a  year 
earlier.  However,  they  remained  well  above  the  levels  of  early  1965.  These 
increases  were  reflected  at  wholesale  in  the  prices  of  processed  foods,  and 
at  retail  in  the  consumer  price  index. 

The  rise  in  farm  prices  was  due  to  the  strong  expansion  of  domestic 
and  export  demand,  combined  with  only  slightly  increased  or  in  some  cases 
reduced  supplies  of  important  farm  commodities.  Given  adequate  time  for 
the  adjustment  of  production,  America’s  farmers  are  capable  of  expanding 
total  farm  output  to  meet  any  foreseeable  expansion  of  domestic  demand 
and  to  provide  substantial  surpluses  for  export,  in  most  instances  at  essentially 
constant  costs.  To  be  sure,  for  some  highly  labor-intensive  products — 
particularly  dairy  products  and  some  fruits  and  vegetables — rising  prices 
may  be  necessary  to  attract  or  hold  the  necessary  labor  services.  But  this 
is  the  exception  rather  than  the  rule.  However,  an  expansion  of  farm 
output  necessarily  takes  time — ranging  from  a  few  months  for  broilers,  at 
least  a  year  for  most  field  crops,  1  or  2  years  for  hogs,  and  even  longer  for 
cattle  or  tree  crops.  To  expand  production  of  some  of  these  commodities 
also  requires  changes  in  Federal  farm  programs. 

Because  of  relatively  long  production  cycles,  supplies  of  some  farm  prod¬ 
ucts  reflect  past  rather  than  current  prices.  In  1965,  hog  supplies  were 
declining  in  response  to  the  low  prices  of  1963  and  1964.  The  resulting  rise 
in  livestock  prices  was  intensified  by  strong  consumer  demand.  The  price 
rise  which  began  in  1965  continued  into  early  1966.  After  February  sup¬ 
plies  began  to  expand,  and  by  December  wholesale  livestock  prices  were  12.5 
percent  below  the  unusually  high  levels  of  December  1965. 

Meanwhile,  however,  grain  prices  began  to  rise.  At  the  beginning  of 
1966,  grain  prices  stood  2.2  percent  above  their  levels  of  a  year  earlier. 
During  1965,  demand  had  expanded  sharply  but  so  had  production.  In 
1966,  strong  domestic  demand  was  supplemented  by  a  jump  in  exports  but 
total  production  was  essentially  unchanged  from  1965  levels.  Export  de¬ 
mand  was  particularly  buoyant  for  wheat,  as  reduced  supplies  from  Argen¬ 
tina  and  Australia  led  to  a  rise  in  the  volume  of  U.S.  exports  estimated  at 
about  20  percent. 

Prices  for  wheat,  feed  grains,  and  soybeans  rose  sharply  during  the  late 
spring  and  summer.  The  rise  was  accentuated  by  speculation  based  on 
uncertain  crop  prospects  and  the  strength  of  exf)ort  demand.  In  the 
fall,  harvests  having  proved  somewhat  better  than  had  been  expected,  prices 
for  grains  and  soybeans  declined  sharply.  However,  grain  prices  averaged 
12.6  percent  higher  for  December  1966  than  a  year  earlier. 
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In  contrast  to  both  grain  and  livestock  prices,  dairy  prices  moved  up 
sharply  in  the  second  half  of  1966  as  growing  demands  were  matched  with 
a  decline  in  production.  This  decline  in  turn  was  related  to  general  eco¬ 
nomic  conditions  as  high  beef  prices  induced  farmers  to  cull  and  sell  dairy 
cows  while  excellent  off-farm  employment  opportunities  encouraged  some 
farmers  to  abandon  dairying  altogether. 

Thus  the  major  factors  involved  in  rising  farm  product  prices  in  1966  were : 

( 1 )  the  hog  production  cycle  w'hich  led  to  reduced  marketings  until  mid- 
1966  when  numbers  shipped  began  to  increase ; 

( 2 )  poor  w’eather  here  and  abroad  which  caused  some  decline  in  U.S.  pro¬ 
duction  and  increased  the  demand  for  U.S.  wheat  exports; 

(3)  high  cattle  prices  which  resulted  in  reduction  in  dairy  herds  and  good 
employment  opportunities  which  induced  farmers  to  leave  dairying; 

(4)  strong  demand  for  food  based  on  rising  consumer  incomes. 

Chart  10 

Farm  and  Food  Prices 


1957.59  =  100 
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Processed  Foods  and  Foods  at  Retail 

Changes  in  food  prices  at  subsequent  levels  of  processing  and  distribution 
generally  follow  changes  in  the  costs  of  raw  farm  products.  These  costs, 
however,  account  for  only  about  40  percent  of  the  price  of  delivered  foods 
with  the  remainder  reflecting  costs  of  transportation,  processing,  distribution, 
and  marketing.  Over  time  these  latter  costs  have  risen  steadily  reflecting,  in 
part,  increases  in  labor  costs  and,  in  part,  higher  quality  and  better  packaging. 
As  a  result,  even  when  farm  prices  are  stable,  food  prices,  especially  at  retail, 
tend  to  rise. 

Chart  10  shows  the  relation  between  farm  and  processed  food  prices  and 
retail  food  prices.  As  expected,  changes  in  farm  product  prices  are  more 
directly  reflected  in  processed  food  prices.  Changes  in  retail  food  prices 
tend  to  lag  behind  farm  prices  and  fluctuate  with  less  amplitude. 

Following  the  decline  in  farm  prices,  processed  food  prices  ended  the  year 
only  slightly  above  the  levels  of  December  1965.  But  retail  prices  remained 
.3.8  percent  above  the  level  a  year  earlier.  The  spread  between  farm  and 
retail  food  prices  narrowed  during  1965,  but  then  widened  late  in  1966. 
On  the  average,  there  is  little  evidence  of  an  increase  in  processing  and 
distribution  margins.  In  the  months  ahead  there  may  be  some  further 
decline  in  retail  prices,  but  the  rising  trend  in  intermediate  costs  suggests 
that  a  full  reversal  cannot  be  exp>ected. 

RAW  MATERIALS 

The  rise  in  raw  materials  prices  which  began  in  1965  continued  through 
1966,  although  the  prices  of  hides,  secondary  copper,  and  softwood  lumber, 
which  had  risen  rapidly  during  1965  and  early  1966,  declined  in  the  last  half 
of  the  year.  Prices  rose  for  a  wide  range  of  mineral  products,  including 
sulphur,  nickel,  vanadium,  and  a  number  of  other  alloy  metals.  Some 
nonmineral  raw  materials  used  in  industry — such  as  tobacco  and  wool — 
also  rose. 

Over  long  periods,  the  relative  price  of  mineral  products  reflects  a  race 
between  the  improvement  of  the  technology  of  discovery,  mining,  and 
refining  and  the  gradual  deterioration  in  the  quality  of  available  ores. 
Despite  the  fact  that  use  is  now  made  of  ores  which  would  have  been 
discarded  30  years  ago,  the  average  price  of  minerals  has  not  generally 
risen  relative  to  other  commodities. 

In  the  short  run,  however,  sharp  increases  in  demand  almost  always  mean 
higher  prices  for  both  ores  and  metals.  Since  it  takes  several  years  to  develop 
new  mines,  increased  requirements  can  only  be  met  from  inventories,  and 
by  stepping  up  output  from  existing  capacity  and  from  an  expansion  of 
capacity  which  is  already  under  way.  Once  these  limits  are  exceeded,  as 
they  have  been  for  many  of  the  minerals,  pressures  on  price  become  severe. 
Even  when  primary  producers  do  not  raise,  their  prices,  or  do  not  raise  them 
enough  to  balance  the  market,  secondary  market  prices  will  rise.  The 
initial  advance  is  likely  to  be  accentuated  by  inventory  sjseculation.  Cor- 
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resp>ondingly,  a  relatively  small  improvement  in  the  supply  and  demand 
balajice  can  reverse  the  sp>eculative  movement  and  produce  a  sharp  decline 
in  price.  These  characteristics  are  shared  by  many  nonmineral  raw 
materials. 

The  upward  pressure  on  raw  materials  prices  in  1965  and  1966  reflected 
the  slow  response  of  supply  to  a  sharp  increase  in  demand.  It  was  accentu¬ 
ated  by  the  fact  that  the  increase  in  demand  was  heavily  concentrated  in 
defense  and  capital  goods  which  use  large  amounts  of  mineral  raw  materials. 

Random  factors  such  as  strikes  and  interruptions  in  foreign  supplies 
always  influence  raw  materials  prices.  Copper  and  hides  were  particularly 
affected  by  changes  in  foreign  markets.  However,  in  1966  the  strength  of 
demand  and  the  basically  tight  supply  situation  magnified  the  impact  of 
fluctuations  in  supplies. 

In  the  case  of  copp>er,  strong  demand  drove  domestic  consumption  up 
by  more  than  200,000  short  tons  from  the  first  half  of  1965  to  the  first  half  of 
1966.  Foreign  supplies  were  reduced  by  strikes  and  political  disturbances 
in  the  principal  producing  nations.  While  this  loss  was  largely  offset  by 
sales  from  the  government  stockpile,  prices  in  the  United  States  were  in¬ 
fluenced  by  changes  in  the  outlook  for  foreign  supplies.  The  price  of  pri¬ 
mary  domestic  copper  was  not  raised  significantly  until  early  1967,  but  the 
price  in  the  secondary  market,  which  supplies  about  one-third  of  domestic 
consumption,  rose  sharply  to  a  peak  of  nearly  $1.00  a  pound  early  in  1966, 
compared  with  36  cents  for  the  primary  refined  metal.  It  then  eased  to  a 
range  of  50  to  60  cents  during  the  summer  and  fall. 

The  influence  of  demand  pressures  was  also  clearly  shown  in  the  case  of 
softwood  lumber  prices,  which  rose  rapidly  early  in  the  year  under  the 
pressure  of  rising  defense  and  construction  demand,  and  then  sank  as  resi¬ 
dential  construction  declined. 

As  indicated  below,  the  rise  in  raw  material  prices  played  a  significant  role 
in  the  increase  in  prices  of  manufactured  products  during  1966. 


MANUFACTURED  GOODS 

In  contrast  to  some  farm  products  and  raw  materials,  price  changes  in 
most  manufacturing  industries  do  not  reflect  an  automatic  balancing  of 
supply  with  demand  through  the  operation  of  impersonal  market  forces. 
Producers  in  many  industries  have  some  degree  of  discretion  in  setting  prices, 
although  the  range  of  discretion  varies  with  competitive  conditions  from 
industry  to  industry. 

Firms  with  considerable  market  power  are  often  able  to  maintain 
markups  over  imit  costs  that  are  largely  indejjendent  of  changing  market 
conditions.  In  other  industries,  the  effectiveness  of  market  power  is  more 
limited.  When  utilization  rates  are  low,  markups  often  have  to  be  shaded. 
By  the  same  token,  when  demand  and  capacity  utilization  rates  are  high, 
competitive  pressures  are  weakened,  presenting  the  opportunity  to  restore 
temporarily  depressed  markups  to  desired  levels  or  even  to  raise  sights  on 
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what  is  desired.  In  a  few  industries,  market  pow'er  is  insignificant  and 
markups  over  cost  vary  widely  with  demand  conditions. 

On  the  whole,  the  markup  of  prices  over  “standard  costs”  (based  on 
assumed  or  standardized  capacity  utilization)  appears  to  have  been  rela¬ 
tively  stable  in  the  past  few  years.  Actual  costs  tend  to  decline  as  capacity 
utilization  rises.  The  general  improvement  in  capacity  utilization  between 
1961  and  1965  would  have  produced  very  substantial  increases  in  proht 
margins  even  if  prices  had  been  adjusted  only  enough  to  maintain  a  constant 
markup  over  costs  calculated  on  a  hxed  volume.  But  as  markets  strength¬ 
ened,  some  prices  were  raised  even  though  costs  had  not  increased.  And 
some  hrms  failed  to  reduce  prices  even  when  standard  costs  were  falling. 

After  remaining  stable  from  1961  to  1964,  prices  of  hnished  nonfood 
manufactures  rose  by  1.2  percent  during  1965  and  then  moved  up  by  2.5 
percent  during  1966.  Some  part  of  the  increase  in  prices  was,  of  course, 
directly  attributable  to  the  rise  in  raw  materials  prices  and  unit  labor  costs. 
But  the  basic  factor  underlying  the  general  price  rise  was  the  strength  of 
demand  and,  in  particular,  the  sharp  increase  in  demand  in  late  1965  and 
early  1966. 

Though  demand  pressures  cannot  be  measured  precisely,  the  relation 
between  capacity  utilization  and  the  preferred  rate  of  operation  provides  a 
crude  measure.  Capacity  utilization  in  manufacturing  has  been  increas¬ 
ing  since  1961  and  the  average  rate  in  1966  was  exceeded  only  in  1951  and 
1953  in  the  postwar  period.  At  the  end  of  1966,  manufacturing  industries 
were  operating  at  an  estimated  89  percent  of  capacity,  compared  with  an 
average  preferred  rate  of  93  percent  (Table  13) .  The  end-of-year  capacity 
utilization  was  lower  than  the  average  for  the  year  as  a  whole.  Even  so. 


Table  13. — Manufacturing  capacity  utilization,  1965-66 


Industry 

Output  as  percent  of 
capacity  ■ 

Preferred 

rate 

December 

1965 

December 

1966 

(percent)* 

90 

89 

93 

75 

80 

91 

99 

95 

95 

90 

92 

93 

89 

89 

90 

96 

84 

99 

95 

102 

93 

87 

89 

92 

86 

80 

92 

84 

83 

90 

96 

94 

97 

96 

98 

93 

94 

97 

98 

85 

85 

90 

99 

96 

96 

90 

85 

93 

>  Data  for  1965,  except  iron  and  steel,  from  McQraw-Hill;  estimates  for  iron  and  steel  for  1965  and  all 
industries  for  1966  by  Council  of  Economic  Advisers  after  consultation  with  McOraw-HIll. 

*  From  McGraw-Hill  survey  of  Buiinets  Plant  for  New  Planli  and  Equipment,  1966-69,  April  1966. 

>  Not  comparable  with  data  in  Table  B-35  because  of  differences  in  methods  of  computation. 

Sources:  McOraw-nill,  Board  of  Governors  of  the  Federal  Reserve  System,  and  Council  of  Economic 
Advisers. 


operations  were  close  to  or  above  preferred  rates  in  9  important  sectors; 
nonferrous  metals,  nonelectrical  machinery,  electrical  machinery,  “other” 
transportation  equipment  (aerospace  and  railroad  equipment),  fabricated 
metal  products  and  instruments,  paper  and  pulp,  rubber,  petroleum  and 
coal  products,  and  textiles.  Furthermore,  in  6  of  these  9  sectors  (all 
except  nonferrous  metals,  paper,  and  textiles),  operating  rates  either 
increased  or  held  steady  between  December  1965  and  December  1966. 

The  pressure  of  demand  for  finished  goods  is  in  itself  a  major  element 
contributing  to  the  rise  in  wages  and  in  raw  materials  prices.  Translated 
into  a  demand  for  labor,  it  can  create  shortages  which  bid  up  wages,  or  at 
least  strengthen  the  bargaining  power  of  unions.  And,  after  being  trans¬ 
mitted  through  a  chain  of  suppliers  and  processors,  the  increased  pro¬ 
duction  requirements  can  pull  up  the  prices  of  raw  materials.  Thus,  by 
forcing  up  wages  and  raw  materials  prices,  an  increase  in  demand  in  one 
sector  can  raise  production  costs  in  other  sectors.  If  aggregate  demand  is 
strong,  producers  in  these  latter  sectors  will  tend  to  increase  their  prices  to 
cover  the  higher  costs.  Thus,  while  it  may  at  times  be  useful  to  describe 
a  price  increase  in  terms  of  cost  factors  only  or  demand  factors  only,  in  gen¬ 
eral  both  elements  will  be  present. 

The  direct  impact  of  materials  costs  is,  of  course,  most  evident  for 
products  requiring  relatively  little  fabrication.  For  example,  in  1966,  cop¬ 
per  pipe,  brass  fittings,  and  wire  prices  rose  sharply  in  response  to 
increased  copper  prices.  But  the  effect  of  higher  costs  continued  to  spread, 
though  somewhat  more  slowly,  to  products  at  more  advanced  stages  of 
fabrication.  Ultimately,  increased  raw  materials  prices  exercised  a  perva¬ 
sive  influence  on  industrial  prices,  although  their  direct  impact  was  notable 
in  only  a  few  cases.  Similarly  the  rise  in  unit  labor  costs  in  manufacturing 
eventually  influenced  prices  over  a  wide  range  of  manufactured  goods. 
But,  without  strong  demand  conditions,  the  rise  in  prices  and  costs  would 
not  have  spread  so  quickly  nor,  of  course,  been  so  large. 

Most  manufacturing  industries  were  affected  to  a  greater  or  lesser 
degree  by  all  these  factors — rising  unit  labor  and  materials  costs  and  pres¬ 
sures  on  capacity.  However,  in  a  few  cases  where  demand  pressures  were 
conspicuously  absent,  prices  did  not  rise  or  actually  declined.  Thus  prices 
of  synthetic  fibers  dropped  during  1966  because  capacity  had  outrun  demand 
by  a  considerable  margin. 

The  machinery  industries  afford  the  outstanding  example  of  the  problems 
involved  in  operations  at  rates  close  to  full  capacity  and  their  reflection  in 
the  price  movements.  The  demand  for  machinery  grew  rapidly  while  out¬ 
put  was  limited  by  shortages  of  skilled  labor  and  some  types  of  equipment, 
in  part  because  the  machinery  sector  had  to  compete  with  expanding  defense 
production  for  labor,  materials,  and  components. 

Spurred  by  the  capital  boom  of  the  past  5  years  and  the  sharp  rise  in  de¬ 
fense  demands,  production  of  machinery  expanded  by  67  p)ercent  between 
1961  and  1966,  an  average  annual  growth  of  more  than  10  percent.  For 


the  first  time  in  many  years  both  the  electrical  and  the  nonelectrical  ma¬ 
chinery  industries  were  operating  in  1966  at  about  their  preferred  rates  and, 
in  each  segment,  order  backlogs  grew  by  about  one-quarter. 

In  the  nonelectrical  sector,  there  appears  to  have  been  sufficient  plant 
capacity  and  manp>ower  to  meet  the  growing  demand  without  much  strain 
until  early  1965.  Then,  beginning  around  mid- 1965,  some  segments  of  the 
industry,  especially  machine  tool  producers,  began  to  report  increasing  diffi¬ 
culties  in  recruiting  and  training  skilled  labor.  After  rising  at  an  average 
annual  rate  of  only  1.1  percent  between  1961  and  1964,  prices  of  nonelectrical 
machinery  rose  by  2.3  percent  during  1965  and  then  4.6  percent  during 
1966.  Similar  strains  on  capacity  developed  in  the  electrical  machinery  in¬ 
dustry  and  prices,  which  had  been  declining  for  a  number  of  years,  changed 
little  in  1965  and  then  rose  by  about  5  percent  during  1966. 

Summary 

The  moderate  but  persistent  upward  trend  in  manufacturing  prices 
reflected  the  interaction  of  many  factors,  of  which  the  most  pervasive 
was  the  rapid  increase  in  demand  at  a  time  when  the  economy  was 
operating  close  to  capacity.  The  actual  course  of  prices  varied  consid¬ 
erably  from  industry  to  industry,  depending  upon  the  degree  to  which 
each  was  affected  by  changes  in  costs  of  materials,  supplies,  fuel,  and 
labor,  the  balance  between  demand  at  prevailing  prices  and  the  capacity 
to  meet  that  demand  without  undue  strain,  and  the  extent  and  exercise  of 
discretion  in  the  pricing  policies  of  leading  concerns. 

On  the  average,  the  2/2  percent  increase  in  manufacturing  prices 
during  1966  was  probably  about  commensurate  with  the  average  per¬ 
centage  increase  in  all  elements  of  cost.  This  seems  a  reasonable  inference 
from  the  over-all  profit  record  in  manufacturing.  During  the  first  three 
quarters  of  1966,  after-tax  profits  for  all  manufacturing  averaged  5.6  per¬ 
cent  of  sales,  the  same  as  in  the  first  three  quarters  of  1965.  As  a  percentage 
of  equity,  however,  they  were  higher — 13.4  percent  for  the  first  three  quar¬ 
ters  of  1 966  against  12.7  percent  a  year  earlier. 

CONSUMER  SERVICES 

Since  1947,  the  cost  of  consumer  services  has  risen  at  an  average  rate 
of  about  35/2  percent  a  year,  more  than  twice  as  fast  as  for  commodities  at 
retail ;  between  1 960  and  1 964,  the  rate  of  increase  was  a  little  over  2  percent 
a  year;  and  in  1965  it  was  about  2^/^  percent. 

Between  December  1965  and  December  1966,  the  rate  of  increase  jumped 
to  4.9  percent,  accounting  for  half  the  total  rise  in  the  consumer  price  index. 
This  acceleration  reflected  partly  an  intensification  of  existing  long-run  trends 
and  partly  the  appearance  of  new  factors. 

The  services  included  in  the  index  are  a  highly  diversified  group,  but 
they  can  be  regarded  as  comprising  three  very  broad  and  somewhat  over- 
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simplified  categories:  (1)  rents  and  utility  rates,  (2)  labor  intensive  services, 
and  ( 3 )  financial  charges. 

The  behavior  of  prices  in  the  first  of  these  categories  differed  little  during 
1966  from  earlier  trends,  and  increases  were  relatively  small  (Table  14). 

The  second  group — labor  intensive  services — is  quite  heterogeneous;  but 
in  most  cases  the  scope  for  significant  improvements  in  productivity  is 
limited,  and  therefore  costs  and  prices  are  sensitive  to  changes  in  wage  rates. 
This  is  true  whether  the  labor  involved  is  relatively  highly  skilled  (as  for 
professional  services,  repair  mechanics,  br.rbers,  and  beauticians)  or  relatively 
unskilled  (as  for  domestic  services,  hotels,  motels,  or  laundry  and  dry 
cleaning) . 

As  already  indicated,  wage  increases  in  the  service  industries  accelerated 
during  1966.  This  was  also  true  of  fees  for  professional  services.  The  re¬ 
sulting  rise  in  p)ersonnel  costs  was  aggravated,  in  some  instances,  by  increases 
in  other  cost  elements,  such  as  commercial  rents  and  hospital  equipment. 

While  prices  for  virtually  all  these  services  had  been  rising  for  years,  the 
advance  was  particularly  sharp  during  1966.  Examples  are  shown  in 
Table  15. 

The  third  category  of  services — financial  costs — had  received  relatively 
little  attention  in  the  past,  though  property  taxes  had  been  rising  slowly 
and  property  insurance  rates  more  rapidly.  Both  accelerated  considerably 
during  1966,  and  a  major  new  element  was  added:  mortgage  interest  rates, 
which  had  remained  quite  stable  in  preceding  years,  rose  by  12.4  jiercent. 

As  shown  in  Table  14,  these  higher  financial  costs  accounted  for  over 
one-third  of  the  total  advance  in  prices  of  services  during  1966.  A  large 
part  of  this  advance  reflected  increased  mortgage  costs.  The  fact  that 
the  increase  in  mortgage  interest  rates  had  such  an  impact  on  prices  reflects 


Table  14. — Changes  in  consumer  prices  for  services  during  1966 


Type  of  service 

Percentage 
change, 
Decemoer 
1965  to 
December 
1966 

Contribu¬ 
tion  to 
total 
change 
in  1966 
(percent) 

4.9 

100 

7.4 

36 

6.5 

.M 

6.4 

5 

8.1 

22 

5.2 

15 

5.9 

9 

1.0 

5 

1.6 

5 

Utilities . 

.1 

(») 

8 

4.4 

■  Includes  repair  and  maintenance  services,  barbers,  and  beauticians. 

-  Includes  hotels  and  motels,  domestic  services,  babysitters,  laundries,  drycleaninK,  and  shoe  repair. 
>  Less  than  0.5  percent. 

*  Includes  postal  charges,  recreational  services,  legal  and  banking  services,  etc. 

Note.— Detail  will  not  necessarily  add  to  totals  because  of  roundinc. 

Source:  Department  of  Labor. 
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Table  15. — Changes  in  consumer  prices  for  typical  labor-intensive  services 
since  1959 


I’ercentage  increase  per  year 

Type  of  service 

1959 

to 

1965 

December 
1965  to 
December 
1966 

2.7 

7.8 

6.4 

16.  5 

2.8 

7.7 

1.6 

3.2 

6.0 

9. 1 

Housing  maintenance  services . . . 

>3.0 

6.8 

>  Datn  tor  1959  not  available;  increase  from  December  1963  to  December  1965  used. 
Source:  Department  of  Lalxir. 


the  system  of  measurement  used  in  constructing  the  index.  The  index 
is  designed  to  measure  the  change  in  prices  associated  with  commitments 
currently  entered  into,  rather  than  the  change  in  the  cost  of  current  expendi¬ 
tures  related  to  commitments  entered  into  in  the  current  and  past  periods. 
Had  weighting  been  based  on  current  expenditures  rather  than  commitments 
entered  into  during  the  year,  the  increase  in  the  over-all  consumer  price 
index  would  have  been  about  0.4  percentage  pioints  less. 

There  are  other  difficulties  in  measuring  service  prices.  Changes  in  the 
quality  of  services  are  difficult  to  assess.  This  is  particularly  true  of  medical 
services  because  of  the  progress  in  medical  techniques.  It  is  impossible  to 
make  a  statistical  correction  for  the  changing  quality  of  medical  care,  but 
it  is  clear  that  the  cost  of  a  given  standard  of  health  care  has  risen  less  than 
the  indexes  indicate. 

PRICES  AND  THE  DISTRIBUTION  OF  REAL  INCOME 

The  significance  attached  to  price  movements  varies  with  the  perspec¬ 
tive  of  the  observer.  A  trade  association  usually  reports  a  price  rise  for  the 
products  of  its  members  as  an  improvement  in  prices.  But  the  firms  in  an¬ 
other  industry  using  those  products  describe  the  same  price  increase  as  an 
unfortunate  rise  in  costs.  A  rise  in  the  price  of  haircuts  is  a  rise  in  the  cost 
of  li\’ing  to  most  of  us,  but  it  means  an  increase  in  income  to  barbers.  Wages 
are  incomes  to  workers  but  costs  to  employers. 

In  1966,  wages,  profits,  and  farm  incomes  all  rose  rapidly  in  money 
terms.  But  the  gains  in  money  income  could  not  have  been  so  large  without 
price  increases.  Those  increases  turned  very  large  money  gains  into  smaller, 
though  still  substantial,  increases  in  real  income. 

In  1966,  the  nominal  increases  in  hourly  compensation  were  unusually 
large — 4.8  percent  for  manufacturing  employees  and  5.7  percent  for  other 
nonfarm  workers.  Farm  wages  rose  by  8.3  percent  and  net  income  per 
farm  by  10.3  percent.  But  after  adjustment  for  price  increases,  hourly 
compensation  in  the  nonfarm  sector  increased  by  only  2.6  percent  and  net 
income  per  farm  rose  by  7.0  piercent.  In  manufacturing,  real  hourly  com- 


pensation  rose  by  less  than  2  percent.  Because  some  of  that  gain  represented 
increased  employer  contributions  to  social  security,  real  hourly  take-home 
pay  for  manufacturing  workers  increased  even  less  for  the  year  as  a  whole 
and  actually  declined  between  the  end  of  1965  and  the  end  of  1966. 

The  disparity  between  the  large  nominal  gains  in  hourly  compensation 
and  the  very  moderate  increase  in  real  compensation  per  man-hour  in  1966 
emphasizes  again  the  fact  that  more  cannot  be  taken  out  of  the  economy  than 
is  produced.  On  the  average,  labor  productivity  in  the  private  economy  can 
be  exjjected  to  increase  by  somewhat  over  3  percent  a  year.  Real  hourly 
comp>ensation  cannot  rise  more  rapidly  than  that  except  at  the  expense  of 
other  incomes.  In  conditions  of  strong  demand  and  full  utilization  of  re¬ 
sources,  a  general  increase  in  money  wages  in  excess  of  productivity  growth 
is  more  likely  to  result  in  a  rise  in  prices  than  in  a  corresponding  increase  in 
real  wages. 

When  producers  pursue  pricing  policies  designed  to  increase  the  share 
of  income  going  to  profits  or  to  maintain  that  share  at  excessively  high 
levels,  this  too  is  likely  to  be  self-defeating.  Despite  sizable  short-run  fluc¬ 
tuations  due  to  changing  utilization  rates,  the  profit  share  of  income  has 
shown  no  perceptible  trend  over  the  long-run  (Chart  11).  When  profits 
are  unusually  high,  they  encourage  workers  to  demand  higher  wages.  By 
pushing  up  the  cost  of  living,  the  price  increases  necessary  to  sustain  a  high 
profit  share  provide  further  incentive  for  increased  wage  demands. 

Thus,  in  1966,  price  increases  were  no  more  successful  in  raising  the 
profit  share  than  nominal  wage  increases  were  in  accelerating  real  wage 
gains.  The  share  of  gross  profits  in  corporate  gross  income  had  been  rising 
steadily  throughout  the  expansion.  This  was  of  course  a  normal  response 
to  the  rise  in  capacity  utilization.  The  profit  share  reached  a  peak  in  the 
first  quarter  of  1966  and  then,  despite  rising  prices,  began  to  decline  slowly. 

Within  the  manufacturing  sector,  the  decline  in  profits  after  the  first 
quarter  of  1966  resulted  in  a  decline  of  1^2  percentage  points  in  the  profit 
share  of  gross  manufacturing  income.  Nonmanufacturing  corporations 
experienced  a  similar  though  less  pronounced  decline  in  share. 

The  decline  in  the  profit  share  reversed  the  upward  movement  which 
had  continued  since  1961.  That  movement  was,  as  noted  earlier,  primarily 
due  to  the  improvement  of  capacity  utilization  from  the  low  levels  ruling 
in  1961.  In  spite  of  the  small  decline  during  1966,  the  corporate  profit  share 
remained  substantially  above  the  post-Korean  average,  though  somewhat 
lower  than  in  1955. 

The  relatively  minor  change  in  the  aggregate  share  of  labor  income  was 
accompanied  by  significant  differences  in  the  wage  gains  in  particular 
sectors.  In  general,  wages  increased  more  rapidly  in  the  nonmanufacturing 
sectors  than  in  manufacturing.  Construction  workers  made  notable  gains, 
as  did  medical  workers  from  the  professional  level  on  down.  Other  profes¬ 
sionals,  such  as  teachers,  enjoyed  sizable  increases  in  compensation,  and 
trade  and  service  wages  continued  to  advance  relatively  rapidly. 
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Chart  1 1 


Shares  of  Gross  Corporate  Income 


PERCENT  OF  GROSS  CORPORATE  INCOME!/ 


J/INCOME  ORIGINATING  IN  BUSINESS  PLUS  CAPITAL  CONSUMPTION  ALLOWANCES;  BASED  ON  SEASONALLY 
ADJUSTED  DATA. 

JA:orporate  profits  plus  inventory  valuation  adjustment. 

NOTE.-DATA  RELATE  TO  DOMESTIC  ACTIVITY  OF  NONFINANCIAL  CORPORATIONS. 

SOURCES:  DEPARTMENT  OF  COMMERCE  AND  COUNCIL  OF  ECONOMIC  ADVISERS. 

Of  course,  the  most  dramatic  income  movement  was  the  7  percent  gain 
in  real  income  per  farm.  The  relative  improvement  in  farm  income  was 
largely  a  result  of  the  sharp  rise  in  prices  of  farm  products  in  1965  and  early 
1966.  By  the  last  quarter  of  1966,  farm  prices  had  begun  to  fall  and  income 
per  farm  declined  substantially  from  the  peak  in  the  hrst  quarter.  However, 
for  1966  as  a  whole,  real  income  per  farm  still  showed  a  gain  of  more  than 
one-third  over  1964. 


OUTLOOK  FOR  PRICES 

While  forecasts  of  price  trends  are  even  more  hazardous  than  other  forms 
of  economic  prediction,  there  is  good  ground  for  anticipating  that  1967  will 
witness  progress  toward  greater  price  stability.  That  view  is  based  on  the 
expectation,  reviewed  in  Chapter  1,  that  the  growth  of  the  real  GNP  in  1967 
will  not  exceed  the  growth  of  productive  resources. 

Average  wholesale  prices  in  the  farm  and  food  sector  should  be  relatively 
stable,  if  weather  is  normal,  with  advances  for  some  items  approximately 
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balanced  by  reductions  for  others.  However,  retail  food  prices  will  probably 
continue  to  rise,  although  more  slowly  than  in  1966. 

The  sharp  increase  in  mortgage  interest  rates,  which  signiHcantly  affected 
the  average  level  of  consumer  service  prices  in  1966,  should  not  be  repeated 
in  1967.  Costs  for  medical  care  will  continue  to  increase  and  prices  of  other 
labor  intensive  services  may  also  rise,  although  less  rapidly. 

Demand  pressure  on  manufacturing  prices  should  be  signiBcantly  reduced 
in  1967.  With  capacity  increasing  by  an  estimated  7  percent,  there  will  be 
a  slight  reduction  in  average  capacity  utilization  as  well  as  a  better  balance 
among  industries.  A  small  decline  in  manufacturing  capacity  utilization 
may  have  an  adverse  effect  on  productivity  in  some  industries,  but,  in  others, 
such  a  decline  will  reduce  the  need  to  use  obsolete  facilities.  Moreover,  the 
large  amount  of  new  capital  coming  into  use  should  improve  productivity. 

The  movement  of  employment  costs  will  be  affected  by  a  number  of  con¬ 
flicting  factors.  The  pressure  of  demand  on  wages  in  unorganized  labor 
markets  will  be  somewhat  weaker.  Although  employment  will  grow  in 
pace  with  the  growth  of  the  labor  force,  the  balance  between  the  skills  in 
demand  and  those  available  will  improve.  However,  there  will  be  continued 
upward  pressure  on  the  compensation  of  some  groups  of  professional  and 
technical  workers.  At  the  other  end  of  the  scale,  the  scheduled  increase  in 
minimum  wage  rates  will  raise  employment  costs  in  some  sectors. 

During  1966,  negotiated  wage  settlements  had  only  a  limited  influence 
on  the  over-all  movement  of  employment  costs.  In  1967,  the  average  size  of 
negotiated  wage  increases  will  tend  to  increase  and  the  number  of  workers 
affected  will  also  be  larger.  These  increases  will  have  a  significant  influence 
on  the  costs  of  the  particular  industries  involved.  However,  only  about  7 
million  workers — less  than  10  percent  of  all  private  employees — will  be  in¬ 
volved  in  this  year’s  wage  negotiations.  Consequently,  taken  by  itself,  the 
direct  and  immediate  effect  of  higher  union  wage  settlements  will  be  rel¬ 
atively  small.  However,  increases  obtained  by  organized  workers  tend  to 
pull  up  the  wages  of  unorganized  workers  in  the  same  labor  market.  This 
process  will  broaden  the  impact  of  union  settlements  on  wages  and  costs  in 
1967  and  vsdll  continue  to  affect  wage  costs  for  a  much  longer  time. 

The  increase  in  employer  contributions  for  social  security  in  1967  will 
be  much  smaller  than  in  1966.  That  will  more  or  less  offset  other  factors 
tending  to  push  up  the  rate  of  increase  of  hourly  employment  costs. 

Unit  labor  costs  will  doubtless  continue  to  rise  this  year.  But  with  greater 
stability  in  the  farm  and  food  sector,  and  with  less  acute  demand  pressures 
in  product  markets,  the  rise  in  the  general  price  level  in  1967  should  be 
more  moderate  than  in  1966. 
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Chapter  3 


Maintaining  Price  Stability  and  Reducing 
Unemployment 

The  output  and  employment  gains  of  1966  brought  the 
U.S.  unemployment  rate  to  the  lowest  point  since  1953.  But  these 
gains  were  accompanied  by  the  fastest  rise  of  prices  since  1957.  Once 
again,  after  years  of  absence,  an  old  set  of  questions  reappeared: 

( 1 )  How  far  can  unemployment  be  reduced  without  inflation? 

(2)  If  there  is  a  “trade-ofT’  between  lower  unemployment  and  price 
stability,  how  do  we  choose  between  them? 

(3)  What  ways  are  available  to  change  the  terms  of  such  a  trade-off; 
how  can  we  reduce  unemployment  further  and  maintain  reasonable 
price  stability? 

An  analysis  of  recent  U.S.  experience  throws  some  light  on  these  important 
questions,  but  it  provides  no  simple  answers. 

The  remarkable  economic  record  of  the  years  1961-65  demonstrates 
clearly  that,  when  surplus  labor  and  plant  capacity  abound,  6scal  and 
monetary  p>olicies  to  expand  demand  can  reduce  unemployment  substan¬ 
tially,  and  at  stable  prices.  But,  in  1966,  as  unemployment  hovered  just 
below  4  percent  of  the  labor  force,  prices  rose  at  a  clearly  unacceptable 
rate.  As  shown  in  Chapter  2,  some  of  this  rise  can  be  attributed  to  tem¬ 
porary  and  nonrecurring  factors.  Some  was  the  result  not  of  getting  to 
4  percent  unemployment  but  of  getting  there  too  fast.  There  is  good  rea¬ 
son  to  expect  that,  this  year,  an  expansion  of  production  which  will  hold 
unemployment  at  the  present  level  will  be  consistent  with  a  substantially 
smaller  price  advance.  Nevertheless,  the  experience  of  1966  clearly  sug¬ 
gests  that  expanding  demand  cannot  lower  the  unemployment  rate  much 
below  the  present  level  without  bringing  an  unacceptable  rate  of  price  in¬ 
crease.  Under  present  conditions,  an  over-all  unemployment  rate  close 
to  4  percent  appears  to  be  associated  with  an  approximate  balance  between 
supply  and  demand  in  most  labor  markets.  A  higher  level  of  demand 
for  goods  and  services  would  create  inflationary  pressures  in  both  product 
and  labor  markets. 

If  the  economy  is  now  in  the  range  of  trade-off  between  falling  unem¬ 
ployment  and  rising  prices,  then  the  second  question  above  needs  to  be 
faced:  how  sf  '^uld  we  rank  the  advantages  of  fuller  employment  against 
the  disadvantages  of  rising  prices? 
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In  a  meaningful  sense,  any  involuntary  unemployment  is  too  much. 
Ideally,  everyone  who  wants  work  should  be  able  to  find  it.  To  tolerate 
any  unemployment,  other  than  temporary,  means  subjecting  individuals  to 
concentrated  hardship,  both  economic  and  psychological.  On  the  other 
hand,  it  is  clear  that  the  overwhelming  majority  of  Americans  would  also 
say  that  any  rise  of  prices  is  too  much.  Rising  prices  create  hardships  for 
those  on  fixed  incomes  or  with  savings  fixed  in  money  value,  and  windfalls 
for  others.  Moreover,  more  than  a  very  slow  rise  of  prices  can  create 
economic  distortions  that  threaten  continued  prosperity.  And  a  significant 
rise  in  prices  would  surely  worsen  the  U.S.  balance  of  payments,  not  only 
in  the  short  run  but  for  scmie  time  to  come.  Surely,  at  the  present  juncture, 
when  the  payments  balance  remains  in  persistent  deficit,  inflation  could 
undermine  the  ability  of  the  United  States  to  carry  out  its  objectives  around 
the  world. 

Faced  with  a  desire  for  both  lower  unemployment  and  price  stability, 
the  third  question  thus  becomes  the  really  relevant  one:  How  can  the 
terms  of  the  trade-off  between  lower  unemployment  and  greater  price 
stability  be  altered? 

This  chapter  does  not  attempt  to  deal  with  all  of  the  answers  to  this 
question ;  but  it  deals  with  three. 

First,  the  pattern  of  skills  and  related  attributes  of  the  unemployed  can 
be  more  closely  adapted  to  the  pattern  which  employers  seek;  and  the 
functioning  of  the  labor  market  can  be  improved  so  that  qualified  workers 
and  suitable  vacancies  can  be  brought  together  more  expeditiously. 

Second,  all  Government  policies  affecting  markets  for  goods  and  services 
can  be  directed  toward  the  objective  of  achieving  general  price  stability  in 
an  economy  with  sustained  full  employment. 

TTiird,  producers  and  labor  unions  can  learn  to  use  their  market  power 
more  responsibly. 

Public  policies  to  improve  the  performance  of  labor  and  product  markets, 
and  private  policies  of  voluntary  restraint  in  price  and  wage  decisions,  will 
together  enable  the  American  economy  to  move  gradually  in  the  coming 
years  toward  lower  unemployment  with  stable  prices. 

IMPROVING  U.S.  LABOR  MARKETS 

During  each  of  the  three  recessions  since  1950,  unemployment  rose  sharply, 
then  returned  to  a  rough  plateau — at  about  3  porcent  in  1952-53,  4  porcent 
in  1955-57,  and  5J/2  percent  in  1959-60.  There  were  many  who  read 
into  this  record  an  ominous  and  irreversible  trend  toward  ever  higher 
rates  of  unemployment,  even  in  “prosp)erity.”  Profound  structural  changes 
in  the  economy  during  the  1950’s,  they  argued,  had  rapidly  and  radically 
altered  the  pattern  of  the  demand  for  labor.  The  new  pattern  was  not 
matched  within  the  ranks  of  the  labor  force. 

This  thesis  found  many  supporters  in  early  1%1,  when,  with  an  unem¬ 
ployment  rate  of  about  7  percent,  a  new  national  administration  was  deter- 
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mining  its  economic  targets  and  the  means  to  achieve  them.  Most  econo¬ 
mists  advising  the  new  Administration  argued  that  an  adequate  increase 
in  the  total  demand  for  goods  and  services  could  restore  unemployment  to 
moderate  levels.  The  advocates  of  the  structural  change  thesis  agreed 
that  more  demand  for  goods  and  services  would  create  more  job  openings, 
but  predicted  that  before  unemployment  was  reduced  very  much,  the  econ¬ 
omy  would  experience  serious  labor  shortages  and  a  resulting  inflation  of 
wages  and  prices. 

It  is  obvious  now,  if  it  was  not  obvious  in  1961,  that  there  were  then 
plenty  of  unemployed  workers  available  to  fill  almost  every  job  that  could  be 
created  by  a  general  expansion  of  demand.  Labor  shortages,  except  in  a 
few  professional  areas,  were  only  a  distant  threat.  Chapter  1  has  shown  how 
the  long  economic  expansion  that  began  in  1961  produced  a  sharp  and 
steady  decline  in  unemployment.  But  as  the  unemployment  rate  ap¬ 
proached  4  percent  in  late  1965,  and  dipped  below  it  in  early  1966,  signifi¬ 
cant  labor  shortages  appeared. 

Shortages  of  professional  and  subprofessional  pei'sonnel  in  medicine  and 
education,  which  have  existed  for  a  number  of  years,  continued  and  were 
intensified.  New  shortages  appeared  in  a  number  of  highly  skilled  occupa¬ 
tions,  particularly  in  defense  and  capital  goods  industries.  And  there  was 
a  more  general  excess  demand  for  workers  who  could  fully  meet  employers’ 
minimum  standards  for  work  experience  and  education.  To  be  sure,  em¬ 
ployers  lowered  hiring  standards  and  expanded  training  activities  signifi¬ 
cantly,  and  made  numerous  other  adjustments  of  the  kind  outlined  in 
Chapter  2.  But  the  rapid  expansion  of  the  demand  for  labor  strained  the 
capacity  of  employers  to  adapt  their  employment  requirements  to  the 
characteristics  of  the  available  labor  force  or,  through  training  or  other 
means,  to  adapt  the  available  labor  force  to  the  requirements  of  the  vacant 
jobs. 

The  unemployment  remaining  today  is  not  of  the  same  character  as  that 
of  1961.  Plans  for  further  reduction  of  unemployment  must  be  geared  to 
the  nature  of  the  present  problem.  This  requires  a  careful  examination  of 
the  composition  of  today’s  unemployed. 

COMPOSITION  OF  THE  UNEMPLOYED 

Unemployment  rates  for  almost  every  category  of  workers  have  been 
sharply  reduced  in  recent  years;  yet  the  incidence  of  unemployment — by 
occupations,  by  age,  by  sex,  and  by  other  characteristics — is  still  highly 
uneven.  By  occupation,  rates  in  1966  varied  from  7.3  percent  for  nonfarm 
laborers  to  1.3  percent  for  professional  and  technical  workers  (Table  16). 
By  age,  unemployment  rates  were  high  for  teenagers,  very  much  lower 
among  workers  aged  20-44,  and  still  lower  among  older  workers.  Rates  for 
women  at  all  ages  were  higher  than  for  men  (Table  17).  The  pattern  of 
unemployment  rates  by  age  and  sex  for  nonwhite  workers  was  similar  to 
that  for  white  workers.  But  unemployment  among  nonwhite  workers  was 


Table  16. — Unemployment  rates,  by  major  occupation  groups,  1961  and  1966 


(Percent  >] 


Occupation  group 

1961 

1966 

Total . 

6.7 

3.9 

White-collar  workers: 

2.0 

1.3 

Managers,  officials,  and  proprietors,  except  farm . 

1.8 

1.0 

Clerical  workers . 

4.6 

2.8 

4.7 

2.7 

Blue-collar  workers: 

6.3 

2.8 

0.6 

4.3 

Nbnfarm  laborers . 

14.6 

7.3 

Service  workers: 

6.0 

3.6 

Other  service  workers . 

7.4 

4.8 

Farm  workers: 

.4 

.4 

5.7 

4.1 

1  Number  of  unemployed  In  each  group  as  percent  of  labor  force  in  that  group;  data  relate  to  persons  14 
years  of  age  and  over. 

Source:  Department  of  Labor. 


Table  17. — Unemployment,  by  age,  sex,  and  color,  1966 


Oroop 


Total . 

Teenagers  (14-19  years  of  age): 

Males . 

White . 

NoDwhite . 

Females . 

White . 

Nonwhite . 

Adults  20-44  years  of  age: 

Males . 

White . 

Nonwblte . 

Females . 

White . 

Nonwhite . 

Adults  45  years  of  age  and  over 

Males . 

White . 

Nonwhite . 

Females . 

White . 

Non  white . 


Unemployment 


Number 

(thousands) 

Percent¬ 

age 

distri¬ 

bution 

2,076 

603 

304 

100 

436 

16 

330 

11 

104 

3 

678 

23 

630 

18 

148 

6 

632 

21 

467 

16 

166 

6 

442 

16 

371 

12 

71 

2 

286 

10 

234 

8 

62 

2 

Rate 

(percent)  < 


11.2 

0.0 

21.2 

13.0 

11.0 

31.1 


2.3 
2.1 
4.2 
2.7 
2.6 

4.4 


>  Number  of  unemployed  In  each  group  as  percent  of  labor  force  In  that  group. 
Note.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Source:  Department  of  Labor. 
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more  than  twice  as  high  as  among  white  workers,  ranging  between  1  J/j  and  3 
times  as  high  in  each  of  the  various  age  and  sex  groups.  As  total  unemploy¬ 
ment  has  fluctuated,  these  relative  patterns  of  unemployment  rates  have 
been  fairly  stable  (Chart  12) . 

Unemployment  averaged  3.5  million  persons  in  1965  (the  latest  year 
for  which  the  following  data  are  available),  but  more  than  12.3  million,  or 
14  percent  of  all  persons  who  were  in  the  labor  force  at  some  time  during 
the  year  experienced  some  unemployment.  Most  of  those  unemployed  were 
out  of  work  only  once  during  the  year,  and  then  only  briefly.  But  16  per¬ 
cent  had  two  spells  of  unemployment,  and  nearly  20  percent  had  three  or 
more. 

Much  of  the  unemployment  during  the  years  1957  through  1965  was  the 
result  of  an  inadequate  total  demand  for  goods  and  services.  This  is 
sometimes  referred  to  as  “cyclical”  unemployment;  but  since  a  large  part 
of  it  persisted  through  the  post-recession  expansions  of  1958-60  and  1961-65, 
the  cyclical  label  is  clearly  unsatisfactory. 

With  the  virtual  elimination  of  cyclical  unemployment  in  1966,  most 
of  that  which  remains  can  usefully  be  described  as  either  “frictional”  or 
“structural.”  But  these  terms  are  not  entirely  precise;  often,  a  particular 

Chart  12 

Unemployment  Rates 


PERCENT* 


*  PERCENT  OF  CIVILIAN  LABOR  FORCE  IN  EACH  GROUP. 
SOURCE:  DEPARTMENT  OF  LABOR. 
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worker  who  is  without  a  job  cannot  easily  be  classified  as  either  frictionally 
or  structurally  unemployed.  Moreover,  whenever  there  is  also  unemploy¬ 
ment  that  is  due  to  inadequate  demand,  it  becomes  impossible  in  many  cases 
to  say  which  particular  workers  are  unemployed  for  frictional,  structural,  or 
cyclical  reasons.  It  is  obvious,  for  instance,  that  not  all  unskilled  workers 
or  older  workers  who  were  unemployed  in  1961  were  structurally  unem¬ 
ployed  ;  very  large  numbers  of  them  found  jobs  in  the  subsequent  period  of 
expansion.  The  reason  why  many  of  the  unskilled  workers  or  older  workers 
who  were  without  jobs  in  1966  could  be  called  structurally  unemployed  is  not 
that  they  were  necessarily  different  from  those  millions  of  unskilled  or  older 
workers  who  were  at  work.  Rather,  in  many  cases  more  unskilled  workers 
could  be  hired  only  if  employers  could  readily  find  the  necessary  comple¬ 
ment  of  skilled  workers  who  were  in  relatively  short  supply.  There  is 
no  need  for  construction  laborers  if  construction  is  held  up  by  the  absence 
of  bricklayers  or  pipefitters.  But  a  great  many  of  the  “structurally  unem¬ 
ployed”  have  characteristics  that  make  employers  reluctant  to  hire  them 
except  under  conditions  of  rather  severe  labor  shortage. 

“FRICTIONAL”  UNEMPLOYMENT 

Even  in  an  economy  characterized  by  steady  high-level  employment,  some 
involuntary  unemployment  is  bound  to  occur.  New  workers  need  time  to 
find  jobs  even  when  jobs  are  available.  Continuous  changes  in  the  compo¬ 
sition  of  demand  cause  fluctuations  in  the  output  and  manpower  require¬ 
ments  of  individual  plants  though  the  total  level  of  demand  in  the  economy 
may  be  growing  steadily.  There  are  seasonal  variations  in  activity  in 
many  sectors  of  the  economy,  such  as  construction,  recreation,  and  agri¬ 
culture.  The  secondary  effects  of  strikes  in  some  plants  or  industries  may 
cause  workers  in  other  plants  or  industries  to  be  laid  off  temporarily. 
Whether  unemployment  from  these  causes  is  called — or  in  fact  is — fric¬ 
tional,  deponds  on  whether  the  workers  involved  have  the  skills  and  other 
characteristics  to  qualify  for  available  jobs  and  on  the  availability  of  jobs. 

In  1966,  more  than  40  porcent  of  the  unemployment  among  men  over 
25,  nearly  56  porcent  of  the  unemployment  among  women  over  25,  and  82 
porcent  of  unemployment  among  teenagers  was  associated  with  either  entry, 
reentry,  or  voluntary  job  change.  Workers  entering  the  labor  force  found 
jobs  more  quickly  than  in  1965;  but  the  number  entering  was  also  consid¬ 
erably  greater.  As  a  result,  unemployment  associated  with  these  causes 
changed  little.  Since  unemployment  from  other  causes  declined,  the  pro¬ 
portion  of  total  unemployment  associated  with  entry  and  job  change 
increased  during  1966. 

In  most  cases,  unemployment  due  to  entry  or  reentry  is  of  short  duration; 
but  a  small  percentage  of  new  entrants  may  not  be  able  to  find  their  first 
jobs  for  some  months.  They  account  for  a  substantial  fraction  of  the  total 
unemployment  associated  with  entry. 
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The  primary  reason  why  unemployment  rates  are  consistently  higher  for 
teenagers  and  women  than  for  male  adults  is  the  higher  proportion  of  teen¬ 
agers  and  women  who  are  new  entrants  or  reentrants  into  the  labor  force. 
Moreover,  the  voluntary  turnover  rate  of  young  workers  is  particularly  high, 
as  they  often  try  several  jobs  in  search  of  one  they  like. 

The  rising  trend  of  unemployment  rates  among  teenagers  relative  to  other 
workers  in  recent  years  reflects  the  further  fact  that  the  size  of  the  teenage 
labor  force — which  had  been  stable  or  contracting  in  the  early  postwar 
period — more  recently  has  been  sharply  expanding.  New  entrants  obviously 
make  up  a  larger  proportion  of  the  teenage  labor  force  when  that  force  is 
rapidly  growing.  Thus,  in  1953,  when  the  over-all  unemployment  rate  was 
2.9  percent,  teenage  unemployment  averaged  7. 1  percent.  At  that  time,  the 
total  teenage  labor  force  was  actually  declining  slightly.  The  higher  teen¬ 
age  unemployment  rate  of  12  p>ercent  in  1966  largely  reflected  the  fact  that 
the  teenage  labor  force  is  now  increasing  rapidly — ^by  11  percent  in  1966. 
The  rising  proportion  of  women  in  the  labor  force  also  tends  to  increase 
the  amount  of  unemployment  associated  with  entry,  reentry,  and  departure. 

A  rather  high  rate  of  voluntary  turnover  is  an  important  characteristic 
of  the  restless,  mobile  American  worker,  compared  with  workers  in  most 
other  countries.  Moreover,  voluntary  turnover  rises  as  labor  markets  tighten, 
and  workers  feel  more  secure  in  their  ability  to  find  other  jobs.  Of  course, 
not  all  voluntary  job  changes  involve  any  intervening  unemployment.  While 
frictional  unemployment  associated  with  causes  other  than  entry  and  turn¬ 
over  is  substantial,  no  useful  data  regarding  its  extent  are  available. 

Frictional  unemployment  could  be  reduced  somewhat  if  the  demand  for 
labor  were  to  continue  to  expand  more  rapidly  than  the  normal  growth  of 
the  labor  force.  Workers  in  seasonal  occupations  would  find  it  easier  to 
obtain  other  jobs  in  their  off  season.  New  entrants  to  the  labor  force  would 
find  first  jobs  somewhat  more  quickly.  There  would  be  fewer  temporary 
layoffs  to  “adjust  inventories.”  Such  a  reduction  of  frictional  unemploy¬ 
ment  would  not  only  make  jobs  easier  to  find,  but  it  would  also  make  job 
vacancies  more  widespread.  Frictional  unemployment  might  be  reduced; 
but  only  by  a  further  tightening  of  labor  markets,  creating  greater  upward 
pressure  on  wages  and  prices. 

It  is  impossible  to  eliminate  frictional  unemployment  completely  and 
undesirable  to  try.  The  efficient  allocation  of  labor  depends  on  the  move¬ 
ment  of  experienced  workers  to  better  jobs.  The  frequent  entry  and  re¬ 
entry  of  women  into  the  labor  force  in  response  to  improving  job  oppor¬ 
tunities  is  an  important  source  of  flejfibility.  The  interval  between  leaving 
school  and  the  first  job  could  be  reduced,  although  it  cannot  be  entirely 
closed  in  all  cases.  The  freedom  to  change  jobs — if  only  for  the  sake  of 
variety — is  a  right  that  Americans  cherish.  The  seasonality  of  many  types 
of  activity  can  be  reduced,  but  not  eliminated.  And  the  rapid  pace  of 
technological  change  that  contributes  to  the  rapid  advance  of  living  stand¬ 
ards  also  requires  some  involuntary  job  changes.  Yet  there  are  ways  to 
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reduce  frictional  unemployment  without  increasing  the  tightness  of  job  mar¬ 
kets. 

IMPROVING  THE  OPERATION  OF  LABOR  MARKETS 

Unemployed  workers  often  fail  to  find  vacancies  which  they  are  capable 
of  filling,  because  they  are  unaware  of  such  vacancies,  because  they  are  in 
the  wrong  location,  or  because  of  artificial  job  entrance  requirements. 

The  U.S.  Employment  Service  and  its  affiliated  State  employment  serv¬ 
ices  perform  an  important  function  by  bringing  jobs  and  workers  together, 
and  thus  reducing  frictional  unemployment.  During  recent  years,  they 
have  sought  to  improve  their  effectiveness  in  matching  jobs  and  men  through 
improving  the  quantity  and  quality  of  their  job  market  information  (in¬ 
cluding  the  experimental  development  of  job  vacancy  data)  and  through 
more  effective  dissemination  of  this  information  to  job  seekers,  employers, 
schools,  and  conununity  groups;  through  working  more  closely  with  em¬ 
ployers  to  alleviate  occupational  shortages  and  to  meet  defense  man¬ 
power  needs;  and  through  developing  an  experimental  automated  system 
for  matching  available  jobs  with  characteristics  of  applicants  in  both  inter¬ 
area  and  interstate  recruitment.  They  have  also  sought  to  improve  their 
service  to  disadvantaged  workers  through  cooperating  with  Community 
Action  agencies  and  other  community  groups,  through  sending  mobile  teams 
to  rural  and  smaller  urban  areas,  through  making  greater  efforts  to  reach 
the  disadvantaged  in  slum  sections  of  metropolitan  areas  and  through  Youth 
Opportunity  Centers.  A  detailed  report  on  methods  for  improving  the 
effectiveness  of  public  employment  services  has  recently  been  made  by  a 
public  Task  Force  on  the  Employment  Service.  Le^slation  will  be  pro¬ 
posed  incorporating  many  of  the  recommendations  of  this  report. 

General  expansion  in  the  economy  has  reduced  unemployment  remark¬ 
ably  in  many  areas  formerly  considered  to  be  “depressed  areas.”  Neverthe¬ 
less,  a  few  areas  of  regional  depression  or  underdevelopment  remain.  The 
activities  of  the  Department  of  Commerce  under  the  Economic  Develop¬ 
ment  Act  and  of  the  Appalachian  Regional  Conunission  established  in 
1965  are  continuing  to  assist  such  areas  in  developing  new  industries  by 
providing  loans,  public  works,  technical  assistance,  and  manpower  training. 

Whenever  the  effects  of  general  prosperity  and  of  new  development  pro¬ 
grams  cannot  promise  adequate  local  employment  for  all  workers,  migra¬ 
tion  of  workers  is  clearly  called  for.  Often  those  who  should  migrate  in 
order  to  find  jobs  either  fail  to  do  so — sometimes  because  of  financial  in¬ 
ability — or  move  with  inadequate  knowledge  of  where  jobs  are  avsulable 
for  which  they  mi^t  be  suited.  The  Department  of  Labor  has  operated 
an  experimental  program  of  relocation  allowances  and  relocation  counseling, 
the  results  of  which  need  to  be  thoroughly  evaluated  in  order  to  determine 
how  relocation  assistance  might  usefully  become  an  expanded  element  in 
U.S.  manpower  policies.  Relocation  programs  apf>ear  to  have  been  highly 
successful  in  reducing  frictional  unemployment  in  several  other  countries. 
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“STRUCTURAL”  UNEMPLOYMENT 

During  1965,  nearly  3.5  million  workers  were  unemployed  for  more  than 
15  weeks  during  the  year,  and  about  1.2  million  of  those  workers  were  un¬ 
employed  for  27  weeks  or  more  but,  of  course,  not  all  at  the  same  time. 
These  3.5  million  workers  accounted  for  nearly  two-thirds  of  the  total  num¬ 
ber  of  man  weeks  of  unemployment.  On  the  basis  of  monthly  data  on  the 
long-term  unemployed,  it  can  be  estimated  that  the  number  of  workers  who 
lost  15  or  more  weeks  of  work  during  1966  fell  to  about  2.5  million.  Of 
that  number  about  1.3  million  workers  were  unemployed  for  more  than  15 
consecutive  weeks,  over  twice  the  number  of  persons  appearing  in  the 
monthly  statistics  of  long-term  unemployment.  An  additional  1.2  million 
workers  lost  at  least  15  weeks  of  work  in  several  spells  of  joblessness.  Work¬ 
ers  experiencing  severe  unemployment  are  f^und  most  frequently  among 
farm  and  nonfarm  laborers,  operatives,  and  s«:rvice  workers — generally,  the 
least  skilled.  By  industries,  long-term  unemployment  is  most  heavily  con¬ 
centrated  in  agriculture,  construction,  mining,  entertainment  and  recrea¬ 
tion,  food  and  kindred  products  manufacturing,  and  private  households. 
Several  of  these  sectors  have  a  strongly  seasonal  character. 

ClassiBed  by  their  demographic  characteristics,  those  most  exposed  to 
severe  unemployment  were  youths  out  of  school,  nonwhite  workers,  or  older 
workers.  Each  of  these  groups  suffers  from  some  special  disadvantage. 
Over-all  unemployment  rates  for  older  men  are  relatively  low,  because 
they  do  not  leave  jobs  readily  and  seniority  often  protects  them  from  layoff 
or  dismissal.  But  older  workers  who  dp  become  unemployed  because  of 
plant  closings  or  relocations  or  technological  change  often  have  severe  prob¬ 
lems  in  finding  new  jobs.  They  are  less  mobile  than  new  workers;  it  is 
often  more  difficult  for  them  to  learn  new  skills;  and  the  cost  of  training 
is  higher  per  year  of  their  remaining  working  career.  Employers  may  also 
have  to  assume  higher  pension  costs  when  they  employ  older  workers. 

Nonwhite  workers  suffer  from  discrimination,  as  well  as  from  the  poor 
education  and  lack  of  skills  which  are  in  large  measure  the  result  of  past 
discrimination.  Some  ghetto  areas  are  located  far  from  areas  of  expanding 
employment  in  the  same  metropolitan  complex,  and  transportation  facili¬ 
ties  are  often  inadequate.  Nonwhite  teenagers  make  up  a  large  proportion 
of  the  out-of-school  youths  unemployed  for  long  periods.  They  suffer  the 
disadvantages  of  other  nonwhite  workers.  Like  all  teenagers  in  this  group, 
many  cannot  get  jobs  because  they  have  little  or  no  work  experience,  and 
cannot  get  experience  because  they  cannot  get  jobs. 

Other  concentrations  of  long-term  unemployment  are  found  in  depressed 
areas,  or  areas  where  job  opportunities  for  workers  with  particular  skills  are 
no  longer  available. 

Many  individuals  with  serious  unemployment  problems  suffer  personal 
disadvantages  which  make  it  difficult  for  them  to  get  or  hold  jobs  even  in 
a  tight  labor  market.  Special  studies  of  the  unemployed  in  ghetto  areas 
indicate  that  many  of  the  long-term  unemployed  are  functionally  illiterate. 


Many  fail  entrance  tests  for  military  service.  Poor  health  and  physical 
defects  are  common.  Some  are  mentally  retarded  or  physically  handi¬ 
capped.  Some  suffer  from  emotional  instability.  Others  have  prison 
records.  Many  have  poor  work  habits,  and.  lack  motivation  and  discipline. 
They  lose  jobs  because  of  absenteeism,  tardiness,  and  inability  to  follow 
instructions.  Some  are  younger  workers  who  are  unwilling  to  take  low 
paying,  “dead-end”  jobs,  but  lack  the  patience,  discipline,  or  opportunity 
to  acquire  training  for  better  ones. 

While  an  expansion  in  the  number  of  jobs  available  would  surely  cause 
some  reduction  in  unemployment  among  these  workers,  it  is  clear  that  many 
of  them  will  not  be  steadily  employed — except  under  conditions  of  severe 
and  general  labor  shortage — until  a  heavy  investment  has  been  made  in 
improving  their  skills  and  education  and  in  helping  them  to  solve  their 
personal  problems. 

A  concentrated  attack  on  the  causes  of  “structural”  unemployment  is  ob¬ 
viously  essential  if  we  are  to  move  toward  continually  lower  unemployment 
while  maintaining  reasonable  stability  of  prices.  However,  this  statement 
of  the  need  for  attacking  these  social  problems  is  obviously  far  too  narrow. 
We  need  to  attack  discrimination  not  only  because  it  stands  in  the  way  of 
fuller  utilization  of  our  economic  potential,  but  because  it  is  morally  wrong. 
We  would  need  to  assist  the  handicapped  and  the  disadvantaged — even  if 
we  were  not  able  to  lower  the  over-all  unemployment  rate — in  order  to 
make  it  f>ossible  for  them  to  compete  on  more  equal  terms  for  whatever  jobs 
are  available.  We  need  to  op)en  the  doors  of  opportunity  for  individual  de¬ 
velopment  and  self-fulfillment  through  useful  employment  even  if  we  should 
conclude  that,  on  purely  economic  grounds,  it  would  be  cheapier  merely  to 
provide  guaranteed  incomes  regardless  of  contribution  to  production. 

FEDERAL  MANPOWER  TRAINING 

In  recent  years,  the  Federal  Government  has  launched  a  major  effort 
to  provide  training  and  retraining  designed  to  develop  the  large  reservoir 
of  unused  or  underutilized  talent  in  the  labor  force,  with  emphasis  on  the 
disadvantaged.  These  include  the  Manpower  Development  and  Training 
Act  (MDTA),  Job  Corps,  Neighborhood  Youth  Corps,  Work  Experience, 
the  Office  of  Ek:onomic  Opportunity  (OEO)  Adult  Work  Program,  and  the 
OEO  Special  Impact  Program  for  retraining  and  employing  residents 
of  blighted  urban  areas.  The  distribution  of  trainees  for  the  last  and  the 
current  fiscal  year  is  shown  in  Table  18. 

'  Under  the  MDTA  program,  175,000  persons  were  enrolled  in  training  for 
productive  employment  in  fiscal  1966;  and  from  its  inception  in  1962 
through  December  1966,  613,000  persons  were  enrolled  in  training  for 
1,300  occupations.  The  typical  MDTA  trainee  was  a  white  male,  high 
school  graduate.  Only  one-third  of  the  trainees  were  from  the  disadvan¬ 
taged  groups  that  form  the  bulk  of  the  hard-core  unemployed.  Experi¬ 
ence  under  the  Act  has  led  to  an  altered  program  emphasis  which  will  ex- 
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Table  18. — Training  opportunities,  fiscal  years  1966-67 


Program 


Number  of  trainees 
(thousands) 


1966 


Manpower  Development  and  Training  Act  Program 

Institutional  training . 

On-the-job  training  and  other . 

Job  Corps . 

Neighborhood  Youth  Corps:  > 

In-school . . 

Out-of-school . 

Summer . 

Work  experience . 

Adult  work  program . 

Special  impact . 


19671 


273 

250 

160 

125 

113 

125 

10 

31 

106 

125 

M 

60 

209 

165 

61 

46 

25 

8 

>  Estimates. 

*  Each  position  may  be  occupied  by  more  than  one  person  in  the  course  of  a  training  period,  since  train¬ 
ees  often  do  not  occupy  positions  for  the  full  period. 

Source:  Bureau  of  the  Budget. 


pand  the  highly  succesful  on-the-job  training  component  and  raise  to  two- 
thirds  the  proportion  of  the  disadvantaged  in  MDTA  programs — particu¬ 
larly  older  workers  displaced  by  technological  change,  persons  in  correc¬ 
tional  institutions,  handicapped  workers,  the  paroled,  the  illiterate,  and  the 
young.  Sfiecial  assistance  will  be  given  for  intensive  on-the-job  training 
to  prepare  disadvantaged  persons  for  jobs  with  private  firms. 

The  remaining  Federal  programs  are  wholly  aimed  at  the  disadvantaged. 
In  1966,  the  Neighborhood  Youth  Corps  program  reached  220,000  needy 
students,  who  received  an  average  of  $500  of  aid  from’ in-school  and  summer 
programs  which  helped  them  to  continue  in  school,  and  100,000  youths 
no  longer  in  school,  who  received  an  average  of  7  months  of  training.  Since 
its  inception,  the  Job  Corps  has  provided  training  and  work  experience  for 
61,500  of  the  most  disadvantaged  youths.  When  first  enrolled,  more  than 
50  percent  of  Job  Corps  enrolles  fail  to  read  at  the  5th  grade  level,  and  30 
percent  cannot  read  a  simple  sentence.  Despite  this  handicap,  the  reten¬ 
tion  rate  for  the  Job  Corps  is  superior  to  that  of  vocational  training  programs 
nationally.  However,  the  difficulty  of  reaching  these  hard-core  unem¬ 
ployed  youth  and  the  need  for  residential  training  facilities  result  in  high 
unit  costs. 


Other  T raining  Programs 

In  addition  to  these  programs  which  emphasize  immedial^e  impact,  the 
longer-range  objective  of  continuing  improvement  in  available  skills  is  an 
important  component  of  other  Federal  programs.  This  objective  underlies 
Federal  support  of  education  ranging  from  the  basic  Elementary  and  Sec¬ 
ondary  Education  Act  of  1965  and  the  Higher  Education  Act  of  1%5  to 
the  more  specific  Allied  Health  Professions  Personnel  Training  Act  of 
1966. 
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About  5.8  million  persons  were  enrolled  in  vocational  education  programs 
in  1966.  Although  some  reorientation  of  these  programs  has  occurred,  their 
occupational  distribution  continues  to  stress  traditional  areas  of  home 
economics  and  agriculture,  along  with  office  and  industrial  occupations.  It 
is  essential  that  vocational  training  programs  be  more  rapidly  transformed  to 
conform  with  the  changing  pattern  of  the  economy  and  of  its  labor 
requirements.  A  comprehensive  evaluation  of  the  role  and  effectiveness  of 
vocational  education  is  a  necessity  for  developing  sound  national  manpower 
policies.  The  establishment  of  the  Advisory  Council  on  Vocational  Edu¬ 
cation  to  appraise  the  results  of  the  Vocational  Training  Act  of  1963  is  a 
step  in  the  right  direction.  Its  evaluation  and  recommendations  must  be 
placed  in  the  perspective  of  the  future  manpower  needs  of  the  Nation  and 
the  various  alternative  methods  of  meeting  these  needs. 

The  apprenticeship  programs  operated  in  cooperation  with  the  Federal 
Government  are  more  directly  focused  on  providing  the  skills  needed  by 
industry.  In  the  past  year,  25,000  workers  completed  apprenticeship  pro¬ 
grams,  primarily  in  the  construction  trades.  There  are  currently  237,000 
federally  registered  apprentices.  The  completion  rate  in  these  programs 
was  60  percent,  but  many  dropouts  found  other  work  or  returned  to  school. 
The  rapid  growth  in  the  demand  for  skilled  craftsmen  in  factories  and 
construction  requires  an  expansion  of  apprentice  training.  However,  there 
is  some  question  whether  the  expanding  needs  of  the  construction  industry 
can  better  be  met  by  traditional  apprenticeship  training  aimed  at  the  pro¬ 
duction  of  fully  qualified  ^craftsmen  rather  than  by  training  specialists 
with  a  more  limited  range*  of  skills.  A  great  deal  needs  to  be  done  to 
increase  the  enrollment  of  minority  groups  in  apprenticeship  programs. 
Encouraging  signs  have  been  observed  in  certain  major  northern  cities,  par¬ 
ticularly  in  the  form  of  cooperation  with  trade  unions  and  civil  rights 
groups  in  New  York  City,  Cleveland,  and  Chicago,  but  they  are  only  a 
beginning. 

Issues  in  Manpower  T raining 

The  large  and  rapid  expansion  of  Federal  training  activities  obviously 
responds  to  a  major  need,  and  it  is  clear  that  such  programs  will  be  and 
should  be  further  expanded  in  the  years  to  come.  In  recognition  of  this 
fact,  it  is  important  that  a  number  of  issues  be  clearly  faced. 

( 1 )  Manpower  training  has  several  interrelated  objectives.  Different 
kinds  of  training  programs  are  needed  for  pursuing  each  of  these  objectives, 
and  decisions  need  to  be  made  as  to  the  relative  emphasis  to  be  placed  on 
each.  Broadly  speaking,  training  is  needed  for  three  purposes.  First, 
training  is  needed  for  the  disadvantaged  who  are  barely,  if  at  all,  employ¬ 
able  without  it.  Second,  training  or  retraining  is  needed  for  workers  who 
suffer  no  special  deprivation  or  disadvantage  other  than  that  they  lack  the 
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specific  skills  now  in  demand  by  employers.  This  is  a  need  which  will  con¬ 
tinue — and  increase — in  an  economy  marked  by  rapid  technological 
advance.  Third,  training  is  needed  to  help  break  immediate  skill  bottle¬ 
necks.  To  the  extent  that  expanded  employment  of  unskilled  workers 
is  held  back  by  shortages  of  sp>ecial  skills,  breaking  these  bottlenecks  can 
advance  the  prospects  of  noninflationary  expansion  of  total  employment. 
The  other  issues,  discussed  below,  may  be  resolved  differently  depending 
on  which  purpose  is  to  be  served  by  a  particular  training  program. 

(2)  The  relative  responsibilities  of  public  agencies  and  private  employers 
need  to  be  evaluated.  Despite  the  large  expansion  of  public  manpower 
training,  private  training  activities  greatly  exceed  public.  Obviously,  the 
incentive  for  employers  to  provide  training  varies,  depending  on  the  nature 
of  the  skills  involved,  the  character  of  the  industry  and  the  characteristics 
of  the  trainees.  In  many  cases,  no  single  employer  in  an  industry  may  have 
an  economic  incentive  to  train  workers  many  of  whom  will  work  for  his 
competitors  or  employers  in  other  industries.  Devising  special  forms  of 
incentive  or  subsidy  which  would  induce  private  employers  to  expand  their 
own  training  programs  is  a  challenging  problem.  So  far  as  possible  such 
incentives  should  avoid  rewarding  employers  for  what  they  are  already  doing 
and  what  is  already  advantageous  for  them  to  do. 

( 3 )  Further  study  is  needed  of  the  relative  merits — in  public  training  pro¬ 
grams — of  institutional  versus  on-the-job  training,  and — ^within  institu¬ 
tional  training — of  the  contribution  that  can  be  made  by  regular  educa¬ 
tional  institutions  of  various  types. 

(4)  The  relative  importance  to  be  given  to  the  work  and  the  training 
aspects  of  work-training  programs  needs  to  be  specifically  conadered. 
There  may  be  clear  public  purposes  to  be  served  in  employing  the  dis¬ 
advantaged  in  such  programs,  particularly  in  the  city  ghettos,  whether  or 
not  any  significant  training  emerges  as  a  byproduct,  and  even  if  the  jobs 
have  something  of  a  “make-work”  character.  Advocates  of  certain  tyjjes 
of  work-training  programs  are  proposing  a  system  of  residual  public  employ¬ 
ment  for  persons  otherwise  unemployable,  with  training  as  one  ostensible 
purpose.  Yet  the  design  of  a  program  may  be  such  that  many  of  those 
initially  enrolled  are  unlikely  ever  to  be  prepared  to  move  on  to  regular 
jobs.  There  may  well  be  a  useful  role  for  such  programs,  but  the  issues 
and  purposes  involved  need  to  be  frankly  faced. 

(5)  The  proliferation  of  Federal,  local  government,  and  private  train¬ 
ing  programs — often  designed  to  serve  the  same  or  overlapping  clienteles — 
has  led  to  a  number  of  problems  and  some  inefficiency  and  duplication,  par¬ 
ticularly  at  the  local  level.  Recent  Federal  efforts  have  been  devoted  to 
improving  this  coordination,  and  good  results  are  being  achieved  in  a  num¬ 
ber  of  cities  under  the  leadership  of  the  President’s  Committee  on  Manpower. 
There  are  also  problems  of  coordinating  training  activities  in  local  areas 
with  other  programs  designed  to  serve  disadvantaged  groups.  There  have 
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also  been  problems,  now  being  resolved,  of  coordinating  program  planning 
and  management  at  the  national  level  of  the  Federal  Government. 

(6)  New  methods  need  to  be  developed  for  finding,  reaching,  and 
motivating  more  of  the  unemployed  to  undertake  training.  This  requires 
analysis  of  incentives,  such  as  training  bonuses,  earnings  allowances  for  per¬ 
sons  receiving  public  assistance,  provision  of  day  care  centers  for  mothers  of 
dependent  children,  training  allowances  for  long-term  unemployed  who 
have  exhausted  their  unemployment  insurance  benefits,  and  many  other 
issues. 

(7)  Most  generally,  a  great  deal  more  study  and  evaluation  of  the 
effectiveness  of  existing  training  programs  is  needed.  Very  little  sys¬ 
tematic  study  and  evaluation  has  yet  been  made  of  the  rapidly  expanding 
Federal  activity  in  this  field.  Most  of  the  programs  are  still  very  new. 
Moreover,  since  some  of  them  are  intended  to  solve  problems  of  special 
difficulty,  there  is  no  traditional  standard  z^ainst  which  to  measure  effective¬ 
ness.  It  may  cost  several  times  as  much  to  prepare  an  illiterate  youth 
from  the  slums  for  employment  as  it  does  to  improve  the  skills  of  a  literate 
adult  with  previous  work  experience.  Yet  the  investments  may  well  be 
equally  rewarding  for  society.  The  increase  in  productivity  which  can 
result  is  only  one  of  the  economic  benefits,  and  the  benefits  are  not  only 
economic.  Nevertheless,  the  objectives  and  benefits  should,  as  far  as  pos¬ 
sible,  be  quantified  and  compared  with  the  costs.  This  is  surely  imp>ortant 
where  alternative  programs  serve  essentially  the  same  objectives.  Sub¬ 
stantial  research  is  needed  on  the  effectiveness  of  different,  and  particularly 
of  new,  training  techniques. 

Considerably  more  knowledge  of  the  {X>pulation  that  can  benefit  from 
the  various  kinds  of  training  can  help  in  designing  more  effective  programs. 
The  Government  plans  a  large  sample  survey  early  in  1968  to  collect  more 
detailed  information  on  the  nature,  extent,  causes,  and  concentration  of  un¬ 
employment  and  poverty  throughout  the  United  States.  In  addition,  special 
surveys  of  ghettos  and  depressed  areas  in  large  metropolitan  cities  are 
planned  by  the  Department  of  Labor.  The  information  will  be  extremely 
useful  for  improving  the  effectiveness  of  existing  manpower  programs,  and 
for  designing  new  programs  to  combat  the  unemployment  and  poverty  that 
remain  during  a  poriod  of  extended  prosperity. 

It  is  now  clear  that  large  sums  will  be  spont  for  training,  over  a  con¬ 
siderable  poriod  of  years.  Because  the  objectives  are  vitally  important 
and  their  attainment  costly,  every  possible  effort  must  be  made  to  increase 
the  effectiveness  of  training  programs.  The  Federal  Government  will 
undertake  this  year  an  intensive  general  review  and  assessment  of  the  Na¬ 
tion’s  needs  for  training  and  retraining,  of  the  effectiveness  of  various 
methods,  of  the  organization  of  training  efforts,  and  of  the  relative  respon¬ 
sibilities  of  Government  and  industry. 

Ebcpanded  and  improved  manpower  training — both  public  and  private — 
is  an  essential  requirement  for  achieving  further  reductions  of  unemployment 
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in  a  context  of  general  price  stability.  Through  providing  the  skills 
needed  by  an  economy  undergoing  rapid  technological  change,  and  helping 
those  who  are  presently  unemployable  or  only  marginally  employable  to 
become  productive  workers,  manpower  training — along  with  improved  job 
placement  and  job  counselling,  and  a  reduction  of  discrimination — can 
permit  a  more  rapid  rate  of  economic  growth  involving  progressively  fuller 
use  of  human  resources.  It  can  help  the  Nation  avoid  the  painful  choice 
between  the  two  goals  of  lower  unemployment  and  stable  prices.  More 
importantly,  it  serves  larger  human  purposes. 

Although  precise  targets  cannot  be  set  for  the  ultimate  minimum  level 
of  unemployment  or  the  speed  of  the  downward  movement,  it  is  clearly 
unnecessary  and  undesirable  to  accept  4-percent  unemployment  as  a  p>er- 
manent  objective  of  U.S.  economic  policy. 

IMPROVING  THE  PERFORMANCE  OF  PRODUCT  MARKETS 

Progress  toward  the  goal  of  fuller  utilization  of  resources  along  with  price 
stability  will  require  improving  the  performance  not  only  of  labor  markets 
but  of  product  markets  as  well. 

Active  and  vigorous  competition  offers  the  strongest  defense  against  the 
tendency  for  prices  to  rise  as  full  utilization  of  resources  is  approached. 
When  competition  is  weak,  profit  margins  in  a  prosperous  economy  are 
likely  to  be  hi^.  To  be  sure,  high  profit  margins,  once  established,  make 
no  further  direct  contribution  to  rising  prices.  But  to  the  extent  that  the 
higher  profit  margins  of  a  strong  economy  are  initially  achieved  through 
price  increases,  the  price  level  is  directly  affected.  Moreover,  high  profits 
understandably  provide  inviting  targets  for  union  wage  demands.  Firms 
with  strong  market  pxjwer  may  grant  large  wage  increases,  maintaining  their 
profit  margins  by  raising  prices.  To  minimize  such  upward  ratcheting  of 
the  price  structure,  it  is  essential  to  maintain  and  strengthen  the  forces  of 
comp>etition  wherever  p>ossible. 

Government  action  can  improve  the  op)eration  of  product  markets  in 
other  ways.  Effective  regulation  can  increase  efficiency  and  reduce  prices 
for  essential  utility  services.  And  the  numerous  programs  of  the  Federal 
Government  Which  directly  or  indirectly  affect  costs  or  prices  can  and 
should  be  administered  in  a  way  which  attempts  to  avoid  unnecessary  or 
unintended  upward  pressure  on  prices,  and  where  possible  to  alleviate  such 
pressures. 

STRENGTHENING  COMPETITION 

The  virtues  and  benefits  of  free  competition  have  long  been  among  the 
fundamental  premises  of  the  American  system.  The  dynamic  growth  and 
vigor  of  the  U.S.  economy  and  this  country’s  p)osition  of  industrial  leader¬ 
ship  in  the  world  have  in  good  part  reflected  the  emphasis  which  public 
ptolicy  has  placed  on  encouraging  and  strengthening  comp)etition. 
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The  promotion  of  competition  reflects  values  other  than  purely  economic 
ones,  and  economic  values  other  than  those  related  strictly  to  costs  and 
prices.  However,  one  principal  reason  why  competition  in  product  mar¬ 
kets  is  supported  is  that  it  spurs  firms  to  control  or  reduce  costs,  and  insures 
that  the  benefits  of  cost  stability  or  cost  reduction  are  passed  on  to  consumers. 

The  intensity  of  competition  among  the  firms  producing  a  given  line  of 
products  or  services  varies  widely  among  the  many  sectors  of  the  American 
economy.  In  many  lines  individual  firms  have  virtually  no  control  over 
prices.  Their  product  prices  are  set  by  the  market  in  almost  the  same  way 
as  are  prices  for  soybeans  or  livestock.  At  the  other  extreme  there  are  sectors 
where  strong  market  power  makes  it  possible  for  firms  to  establish  prices 
which  yield  good  profits  even  when  capacity  utilization  is  low,  and  rapidly 
expanding  profits  as  utilization  rates  move  up.  In  many  other  product  lines, 
producers  have  some  degree  of  market  {x>wer,  the  effectiveness  of  which 
varies  with  the  state  of  capacity  utilization. 

The  market  power  of  firms  is  limited  not  only  by  the  competition  of  existing 
rival  producers  of  the  same  product  but  also — though  again  in  varying  de¬ 
grees — by  the  potential  entry  of  new  producers  (sometimes  including  the 
industry’s  own  customers)  and  by  competition  from  producers  of  other 
products  and  services.  In  today’s  world  of  rapid  technological  change,  com¬ 
pletely  new  products  or  services — often  produced  by  firms  in  another  in¬ 
dustry — may  provide  the  strongest  competition  for  established  products  (for 
example,  plastics  with  metals,  automatic  washers  with  laundries,  television 
with  movies) . 

The  intensity  of  competition  has  been  substantially  increased  in  recent 
years  by  the  growth  of  international  trade  and  the  gradual  reduction  of  bar¬ 
riers  to  such  trade.  U.S.  firms  seek  markets  all  over  the  world  and  foreign 
firms  are  increasingly  active  in  U.S.  markets. 

Actual  and  p>otential  competition  is  a  powerful  force  restraining  unneces¬ 
sary  price  increases,  promoting  product  improvement,  and  inducing  firms 
to  seek  efficiency  and  to  find  new  methods  for  producing  at  lower  cost. 
The  effectiveness  of  competition  is  maintained  and  increased  through  vig¬ 
orous  enforcement  of  the  antitrust  laws. 

It  is  essential  to  apply  the  law  against  collusion  among  competitors  to  fix 
prices  or  to  share  markets.  Antitrust  efforts  are  also  designed  to  combat 
practices  which  strengthen  market  power  through  reducing  the  number  of 
firms  in  an  industry,  which  erect  artificial  barriers  to  the  entry  of  potential 
competitors,  which  delay  the  introduction  of  superior  products  or  cost  re¬ 
ducing  techniques,  or  which  serve  to  blunt  the  effectiveness  of  competitive 
price  changes.  Such  practices  raise  prices  for  consumers  or  reduce  the 
quality  of  goods  which  people  can  buy. 

The  antitrust  statutes  assume  particular  importance  in  an  economy  op¬ 
erating  near  the  limits  of  its  capacity.  Their  vigorous  enforcement  can 
counter  a  possible  inflationary  bias  in  product  markets  by  sustaining  and 
strengthening  competition.  Antitrust  activities  should  continue  to  be  fo- 


cused  on  this  main  purpose.  In  particular,  effective  antitrust  cannot 
provide  for  the  protection  of  individual  competitors  at  the  expense  of  the 
protection  of  competition. 

In  some  areas,  unfortunately,  the  thrust  of  protective  efforts  has  been 
diverted.  For  example,  during  the  early  1930’s  many  States  acted  to  restrict 
competition  in  the  field  of  retail  distribution  when  the  p>ervasive  economic 
distress  bankrupted  many  small  firms  and  threatened  countless  others  with 
failure.  Relief  was  sought,  and  frequently  obtained,  in  the  form  of  restric¬ 
tions  on  the  pricing  policies  of  larger  and  more  efficient  firms — especially 
chain  stores  and  mail  order  houses. 

RESALE  PRICE  MAINTENANCE 

Resale  price  maintenance  is  such  a  device,  largely  bom  in  the  1930’s, 
which  can  impair  the  competitive  forces  of  free  markets.  It  permits  the 
manufacturer  of  a  branded  product  to  enter  into  agreements  with  one  or 
more  retailers  in  a  State,  establishing  a  minimum  resale  price  for  that  prod¬ 
uct.  These  agreements  then  become  binding  on  all  retailers  in  that  State, 
regardless  of  whether  they  have  signed  them.  Today,  resale  price  main¬ 
tenance  laws  are  on  the  books  of  40  States  but,  as  the  result  of  a  series  of 
adverse  legal  decisions,  the  nonsigner  clause  has  been  nullified  in  some  States, 
and  the  laws  are  now  fully  effective  in  less  than  20  States.  In  those  States, 
firms  entering  into  and  affected  by  price  maintenance  agreements  are  ex¬ 
empted  from  the  Federal  antitmst  statutes  as  a  result  of  amendments  adopted 
for  that  specific  purpose.  In  recent  years,  prop>osals  have  been  made  in 
Congress  to  amend  further  the  antitrust  laws  so  as  to  exempt  resale  price 
maintenance  agreements  from  the  antitrust  laws  throughout  the  United 
States.  The  Administration  has  consistently  opposed  such  legislation. 

Resale  price  maintenance  permits  manufacturers  to  guarantee  attractive 
margins  to  retailers  in  order  to  encourage  them  to  promote  their  products 
rather  than  those  of  competitors.  But  by  providing  a  shield  from  competi¬ 
tion,  price  maintenance  agreements  often  raise  prices  to  consumers.  More¬ 
over,  they  can  induce  the  development  of  excess  capacity  in  some  branches 
of  retailing,  as  well  as  blunt  price  competition  in  manufacturing  industries 
dominated  by  a  small  number  of  large  firms. 

While  resale  price  maintenance  is  used  for  many  products,  including 
household  appliances,  cosmetics,  beverages,  and  many  other  items,  it  is  most 
extensively  used  in  the  sale  of  pharmaceutical  supplies  and  proprietary 
drugs.  Because  of  the  adoption  of  Medicare  and  the  growing  public  con¬ 
cern  with  improvement  in  health  standards,  it  is  particularly  important  to 
evaluate  the  impact  of  resale  price  maintenance  for  this  group  of  products. 

A  basic  purpose  of  the  antitrust  laws  is  the  maintenance  of  a  market  sys¬ 
tem  in  which  many  firms  can  operate  effectively.  But  protection  of  ineffi¬ 
cient  firms  is  not  a  purpose  of  the  antitrust  laws.  A  small  number  of  very 
large  firms  will  not  dominate  retail  markets  in  a  comp>etitive  environment. 
For  one  thing,  entry  costs  in  retailing  are  typically  low,  so  that  any  attempt 


to  seize  and  hold  a  'dominating  market  share  in  any  major  retail  market 
would  be  futile. 

Whatever  the  case  may  have  been  in  the  1930’s  for  depression-bom 
modifications  of  the  basic  competitive  philosophy,  that  case  does  not  apply 
in  today’s  and  tomorrow’s  expanding  economy.  In  a  healthy  and  viable 
market  economy,  effective  competition  will  inevitably  see  some  enterprises 
falter  and  go  under.  But  vigorous  new  firms  will  be  created,  and  those 
with  effective  managements  will  survive,  prosper,  and  grow.  Prices  in  mar¬ 
kets  protected  from  competition  will  be  higher  on  the  average  and  less 
responsive  to  changes  in  economic  conditions  and  consumer  demands. 

RESTRICTIONS  ON  INTERNATIONAL  TRADE 

Foreign  competition  can  be  as  effective  as  domestic  competition  in  forcing 
producers  to  hold  down  costs  and  prices.  This  is  one'  of  the  reasons  why, 
for  many  years,  U.S.  policy  has  been  directed  toward  a  free  and  open  world 
trading  system  with  a  minimum  of  restrictions  on  the  flow  of  goods  and 
services  across  national  boundaries.  In  such  a  system,  the  spur  to  specializa¬ 
tion  and  productivity  which  is  provided  by  international  competition  serves 
not  only  U.S.  commercial  interests  but  those  of  the  U.S.  consumer  as  well. 

While  the  reduction  of  trade  barriers  will,  in  time,  benefit  all,  it  can  raise 
temporary  problems  for  both  industry  and  labor.  These  problems  are 
obviously  considerably  less  serious  during  periods  of  full  employment. 
Nevertheless,  they  e.xist  even  then.  The  burden  of  these  problems  can  be 
reduced  in  several  ways.  First,  barriers  to  trade  can  be  relaxed  gradually. 
The  tariff  cuts  expected  under  the  Kennedy  Round  will  be  made  over  a 
5-year  period.  Second,  where  an  industry  or  its  workers  or  both  are  seriously 
injured  through  a  reduction  of  protection,  they  can  either  receive  renewed 
protection  from  import  comp>etition  through  an  “escape  clause”  action,  or 
they  can  qualify  for  “adjustment  assistance” — temporary  financial  and  other 
assistance  to  help  them  adjust  to  the  new  situation.  The  latter  approach  is 
to  be  preferred,  since  the  costs  to  the  economy  of  such  support  are  generally 
considerably  lower  than  those  of  trade  restrictions,  and  the  assistance  deals 
with  the  underlying  problem  rather  than  with  its  symptoms.  The  President 
recently  lifted  escape  clause  protection  on  watches,  which  had  been  in  effect 
since  1954,  and  reduced  it  for  glass. 

REGULATORY  POLICIES 

Some  major  sectors  of  the  economy  are  subject  to  extensive  Government 
regulation.  In  these  sectors  where  competition  is  not  considered  feasible 
because  of  the  wastes  of  duplicative  service,  regulation  substitutes  for  com¬ 
petition  in  keepnng  prices  reasonable  and  service  adequate.  These  regulated 
industries  are  vitally  important;  they  not  only  originate  about  one-fifth  of 
the  national  income,  but  they  include  the  very  sinews  of  a  modern  economy — 
electric  power,  communications,  and  transportation.  The  markets  and 
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technologies  of  these  industries  are  subject  to  the  forces  of  persistent  change, 
which  requires  that  existing  p>olicies  be  continually  reexamined. 

The  broad  issues  are  often  the  same  as  for  the  nonregulated  sectors.  Regu¬ 
lation,  like  other  Government  p>olicies,  must  not  be  diverted  to  protecting 
the  established  positions  of  particular  firms  or  industries  at  the  expense  of 
economic  efficiency.  Nor  must  excessive  reliance  on  uniform  prices  preclude 
the  use  of  price  differences  to  achieve  the  best  use  of  capital  intensive  tech¬ 
nologies.  Finally,  regulatory  policy  must  not  forego  the  jxjssibilities  of 
introducing  competition  when  technological  change  makes  this  economically 
desirable. 

A  vigilant  program  of  regulation  makes  a  special  contribution  to  price 
stability  by  holding  the  prices  of  essential  utility  services  at  the  lowest  levels 
consistent  with  their  costs  (including  necessary  profits),  thereby  helping 
directly  to  stabilize  or  reduce  the  cost  of  living  and  the  costs  of  other  busi¬ 
nesses.  The  opportunities  for  price  reduction  are  particularly  promising  be¬ 
cause  of  the  special  economic  characteristics  of  at  least  some  of  the  regulated 
industries.  In  several  of  them,  a  high  elasticity  of  demand  (price  reductions 
increase  volume  greatly)  coexists  with  large  economies  of  scale  (increased 
volumes  lower  unit  costs).  As  a  result,  significant  price  reductions  may 
sometimes  be  achieved  with  little  adverse  effect  on  profits  and  in  some  cases 
with  a  favorable  effect. 

Further,  public  utilities,  communications,  and  some  sectors  of  transpor¬ 
tation  have  experienced  particularly  rapid  productivity  gains.  In  some 
cases,  wage  increases  have  exceeded  those  elsewhere  in  the  economy,  and 
may  well  have  been  inconsistent  with  the  standards  for  wage-price  behavior 
discussed  in  the  next  section. 

In  these  circumstances,  regulation  is  not  adequate  if  it  merely  protects 
consumers  against  excessive  price  increases.  It  must  be  alert  to  make  certain 
that  the  economy  realizes  the  opportunities  for  lower  prices  and  improved 
service.  In  so  doing,  of  course,  regulation  must  vigilantly  preserve  the 
strength  of  the  regulated  industries  and  their  highly  skilled  labor  force. 
Low  prices  at  the  expense  of  profits  insufficient  to  attract  the  necessary 
capital,  or  wages  inadequate  to  attract  the  necessary  labor,  in  the  long  run 
benefit  no  one.  Regulation  must  be  flexible  to  take  prompt  advantage  of 
changing  technology  such  as  new  sources  of  power,  new  channels  of  com¬ 
munication,  new  modes  of  transportation,  and  new  ways  of  using  old  modes. 
At  times,  such  innovations  will  permit  the  scope  of  Government  regula¬ 
tion  to  shrink  in  favor  of  greater  emphasis  on  competition. 

Well  conceived  regulatory  activities  can  contribute  to  the  goal  of  main¬ 
taining  reasonable  price  stability  in  a  high  level  economy  moving  steadily 
toward  fuller  use  of  its  human  resources. 

DIRECT  GOVERNMENT  ACTIONS  AFFECTING  SUPPLY 

The  rapid  expansion  of  demand  during  the  last  half  of  1965  and  the 
first  part  of  1%6  resulted  in  numerous  bottlenecks  which  impeded  the 
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smooth  flow  of  production.  In  some  cases,  the  supply  of  raw  materials — 
especially  minerals — could  not  keep  pace  with  the  needs  of  industry.  In 
others,  an  essential  piece  of  equipment  could  not  be  delivered  promptly.  In 
still  others,  transportation  facilities  were  overloaded.  All  these  impediments 
naturally  aggravated  pressure  on  the  prices  of  either  the  scarce  material  or 
component,  or  the  finished  product,  or  both. 

Many  of  these  problems  could  only  be  alleviated  by  the  passage  of  time, 
and  some  still  persist.  In  a  considerable  number  of  instances,  however. 
Government  could  and  did  find  ways  of  assisting. 

Scarcities  of  mineral  raw  materials  were  especially  prevalent  as  require¬ 
ments  for  military  hardware  and  capital  equipment  of  all  kinds  rose  sharply. 
Increases  in  domestic  production  of  minerals  take  considerable  time,  and 
for  many  the  United  States  is  dependent  in  whole  or  substantial  part  on 
imports.  Fortunately,  there  were  substantial  supplies  of  such  metals  as 
copper,  aluminum,  tungsten,  vanadium,  and  columbium  in  the  strategic 
stockpile.  As  a  result  of  changing  military  technology,  the  necessary  security 
objectives  for  some  stockpile  commodities  could  be  and  had  been  reduced. 
Disposal  of  the  indicated  surpluses  was  phased  and  accelerated  so  as  to  aug¬ 
ment  the  supplies  of  some  of  these  critically  short  materials.  Thereby 
many  interruptions  of  production  were  avoided. 

Another  area  which  received  increasing  attention  during  1966  was  that 
of  Government  procurement.  Intensive  efiforts  were  made  to  phase  pro¬ 
curement  and  adjust  specifications  for  both  military  and  civilian  purchases 
so  as  to  minimize  the  impact  on  productive  facilities  and  product  markets. 
Arrangements  were  worked  out  to  this  end  for  the  closest  possible  coopera¬ 
tion  and  consultation  between  the  Department  of  Defense  and  the  Depart¬ 
ments  of  Commerce  and  Agriculture. 

The  Government  also  sought  to  smooth  out  irregularities  in  the  supply 
of  farm  products  by  appropriate  sales  of  farm  commodities  from  government 
stocks,  through  judicious  programing  of  the  timing  of  P.L.  480  exports, 
and  through  the  adjustment  of  the  timing  of  purchases  by  Government 
agencies.  In  response  to  increased  exp>ort  demands  and  in  order  to  re¬ 
build  depleted  stocks,  the  Department  of  Agriculture  adjusted  production 
programs  to  elicit  increased  production  of  wheat,  feed  grain,  and  soybeans 
during  1967. 

As  specific  problems  developed,  other  possible  forms  of  Government  action 
were  explored  and  taken.  Thus,  the  Business  and  Defense  Services  Admin¬ 
istration  of  the  Department  of  Commerce  was  able  to  expedite  delivery 
of  critical  items  of  equipment  on  a  number  of  occasions.  The  Forest 
Service  of  the  Department  of  Agriculture  took  steps  to  increase  the  cutting 
of  timber  in  the  Northwest.  The  Interstate  Commerce  Commission,  work¬ 
ing  with  the  railroads,  alleviated  freight-car  shortages  by  speeding  up  the 
turnaround  of  cars  at  ports  and  other  delivery  points  and  by  pressing  for  a 
more  appropriate  distribution  of  the  cars  available. 
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It  is  likely  that  1967  will  bring  more  problems  of  this  kind,  though  they 
will  not  recur  in  exactly  the  same  form.  However,  the  exjjerience  of  1966 
demonstrates  that  Government  can  make  a  signihcant  contribution  to 
smoothing  the  flow  of  production  and  thereby  lessening  pressures  on  prices. 

WAGE-PRICE  POLICIES 

Vigorous  competition  is  essential  to  price  stability  in  a  high  employment 
economy.  But  competitive  forces  do  not  and  cannot  operate  with  equal 
strength  in  every  sector  of  the  economy.  In  industries  where  the  number 
of  competitors  is  limited,  business  firms  have  a  substantial  measure  of 
discretion  in  setting  prices.  In  many  sectors  of  the  labor  market,  unions 
and  managements  together  have  a  substantial  measure  of  discretion  in 
setting  wages.  The  responsible  exercise  of  discretionary  power  over  wages 
and  prices  can  help  to  maintain  general  price  stability.  Its  irresponsible 
use  can  make  full  employment  and  price  stability  incompatible. 

When  demand  outruns  the  growth  of  productive  resources,  prices  and 
wages  will  rise  even  in  the  most  highly  competitive  markets.  (Indeed,  they 
may  rise  faster  and  farther  than  where  large  firms  and  long-term  labor  con¬ 
tracts  give  some  degree  of  stability.)  That  kind  of  “demand-pull”  inflation 
can  be  held  in  check  by  fiscal  and  monetary  policies  which  keep  demand  in 
line  with  productive  capabilities.  If  labor  markets  are  efficient,  control  of 
demand-pull  inflation  will  not  require  restraints  on  demand  that  would 
lead  to  a  high  unemployment  rate. 

But  businesses  and  unions  can  push  prices  up  even  when  resources  are  not 
fully  utilized.  That  kind  of  “cost-push”  inflation,  too,  can  be  controlled  by 
lowering  demand,  but  only  at  the  cost  of  an  unacceptable  degree  of  eco¬ 
nomic  slack.  Frequent  recessions,  chronically  high  unemployment,  idle 
capacity,  and  a  low  rate  of  investment  may  purchase  price  stability — but 
the  cost  is  too  high. 

The  problem  of  cost-push  inflation  has  been  a  matter  of  concern  in 
this  country  and  abroad  ever  since  the  end  of  World  War  II.  Shortly  after 
the  war,  when  many  governments,  including  our  own,  declared  their  deter¬ 
mination  to  maintain  high  employment,  many  economists  predicted  that 
the  irresponsible  exercise  of  market  power  in  an  era  of  high  employment 
would  lead  to  progressively  faster  rates  of  inflation. 

These  fears  were  exaggerated.  But  cost-push  inflation  has  been  a 
problem  in  many  countries.  A  number  of  them  have  adopted  formal 
“incomes  policies”  as  a  means  of  limiting  inflation.  In  the  United  States, 
efforts  to  influence  the  general  level  of  prices  through  a  national  wage-price 
policy  have  emerged  gradually  during  the  period  since  World  War  II. 
These  efforts  have  relied  on  education,  porsuasion,  and  voluntary  coopjera- 
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tion.  For  example,  the  1957  Economic  Report  of  the  President  (pp.  2-3) 
included  the  following  paragraphs : 

A  further  responsibility  of  leaders  of  management  and  labor  in  a  free 
economy  derives  from  the  fact  that  concentrations  of  p>ower  place  in  their 
hands  the  ability  to  take  actions  that,  through  the  sensitive  network  of  our 
economic  system,  significantly  affect  the  Nation  as  a  whole. 

Specifically,  business  and  labor  leadership  have  the  responsibility  to  reach 
agreements  on  wages  and  other  labor  benefits  that  are  fair  to  the  rbst  of 
the  community  as  well  as  to  those  persons  immediately  involved.  Negotiated 
wage  increases  and  benefits  should  be  consistent  with  productivity  prospects 
and  with  the  maintenance  of  a  stable  dollar.  And  businesses  must  recognize 
the  broad  public  interest  in  the  prices  set  on  their  products  and  services. 

In  the  introduction  to  his  1958  Economic  Report  (p.  v),  President 
Eisenhower  wrote: 

Business  managements  must  recognize  that  price  increases  that  are 
unwarranted  by  costs,  or  that  attempt  to  recapture  investment  outlays  too 
quickly,  not  only  lower  the  buying  power  of  the  dollar,  but  also  may  be 
self-defeating  by  causing  a  restriction  of  markets,  lower  output,  and  a 
narrowing  of  the  return  on  capital  investment.  The  leadership  of  labor 
must  recognize  that  wage  increases  that  go  beyond  over-all  productivity 
gains  are  inconsistent  with  stable  prices,  and  that  the  resumption  of  economic 
growth  can  be  slowed  by  wage  increases  that  involve  either  higher  prices  or 
a  further  narrowing  of  the  margin  between  prices  and  costs. 

These  injunctions  were  given  more  precise  content  in  the  “Wage-Price 
Guideposts”  of  the  1962  Report  of  the  Council  of  Economic  Advisers. 

THE  COUNCIL’S  WAGE-PRICE  GUIDEPOSTS 

The  1962  Report  started  from  the  premise  that  there  are  important  seg¬ 
ments  of  the  economy  in  which  large  6rms  or  well-organized  groups  of  em¬ 
ployees  have  some  discretionary  ability  to  affect  the  levels  of  their  prices 
and  wages.  Such  decisions  affect  the  public  interest.  An  informed  public 
therefore  should  have  standards  by  which  to  judge — and,  by  judging,  to 
influence — those  decisions.  The  Council  proposed  a  set  of  standards  for 
this  purpose  as  a  contribution  to  public  discussion. 

These  standards — like  those  more  generally  described  in  the  statements 
quoted  above — are  based  on  certain  arithmetical  relationships  among  out¬ 
put  per  man-hour  (productivity),  wage  rates,  and  prices.  These  relation¬ 
ships  show  that,  if  wage  rates  increase  in  line  with  output  per  man-hour, 
prices  can  be  stable  while  the  distribution  of  income  between  labor  and 
others  contributing  to  production  remains  unchanged. 

Since  this  arithmetic  is  frequently  not  understood,  it  will  be  useful  to  give 
an  example.  If  a  worker  in  a  particular  firm  is  paid  $2  an  hour — $80  a 
week — and  contributes  to  the  production  of  200  units  a  week,  output  per 
man-hour  is  5  units  (200  units  divided  by  40  hours)  and  unit  labor  cost  is 
$.40  ($80  divided  by  200  units) .  If,  for  whatever  reason,  output  rises  by  3 
percent,  to  206  units  a  week — with  no  extra  labor  time  required — output 
per  man-hour  is  also  up  3  percent,  to  5.15  units  (206  units  divided  by  40 
hours) .  If  the  wage  rate  also  rises  by  3  percent,  to  $2.06  an  hour  ($82.40  a 
week) ,  unit  labor  costs  will  remain  at  $.40  ($82.40  divided  by  206  units) .  If 
the  price  of  the  product  is  unchanged,  the  margin  between  price  and  unit 
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labor  cost — available  to  pay  for  others’  contributions  to  production — will  be 
the  same.  But  with  3  percent  more  units  sold,  the  total  amount  available 
to  pay  others,  including  owners,  will  also  rise  by  3  percent. 

If  productivity  were  to  advance  at  the  same  pace  in  every  industry,  the 
same  result  would  apply  to  the  whole  economy.  But  productivity  grows  at 
different  rates  in  different  industries.  If  the  wage  rate  in  each  industry 
should  rise  at  the  same  rate  as  productivity  in  that  industry,  the  prices  of 
each  industry’s  products  could  be  stable,  and  the  distribution  of  income  be¬ 
tween  wages  and  profits  would  be  unchanged  both  within  each  industry  and 
in  the  entire  economy.  But  some  wage  rates  would  rise  hardly  at  all  while 
others  would  rise  rapidly.  That  result  would  clearly  be  unsatisfactory,  for, 
after  a  time,  workers  with  similar  skills  in  different  industries  would  be 
receiving  widely  different  wages. 

Alternatively,  the  yearly  ]}ercent£^e  increase  in  hourly  wages  and  fringe 
benefits  in  each  industry  could  be  the  same,  equal  to  the  average  yearly  per¬ 
centage  rise  in  output  per  man-hour  over  the  whole  economy.  Then  the 
average  of  unit  labor  costs  in  the  whole  economy  would  be  stable,  although 
rising  in  some  industries  and  declining  in  others.  If  prices  in  each  industry 
were  to  change  correspondingly,  rising  in  some  and  falling  in  others,  they, 
too,  would  be  stable  on  the  average.  The  sharing  of  gross  income  between 
labor  and  ownership  would  then  be  unchanged  in  each  industry,  and  for 
the  economy  as  a  whole.  This  is  the  arithmetic  which  underlies  the  Coun¬ 
cil’s  1962  guideposts. 

The  advance  of  productivity  from  year  to  year  is  far  from  uniform,  even 
though  its  general  trend  is  reasonably  clear.  The  1962  Report  related  the 
guideposts  to  the  trend  of  productivity  over  a  period  of  years,  rather  than 
to  year-to-year  changes.  This  meant  that  the  rise  in  average  hourly  wages 
and  fringes  should  be  steady  and  smooth,  not  erratic.  Moreover,  the 
problem  of  trying  to  estimate  the  particular  movement  of  average  produc¬ 
tivity  over  the  period  to  be  covered  by  a  given  wage  agreement  was  avoided. 
Consequently,  proBts  would  vary  with  short-run  movements  in  productivity; 
and  the  stable  distribution  of  income  between  labor  and  ownership  would 
then  be  achieved  only  on  the  average  over  a  period  of  years. 

The  1962  Wage  Guide  post 

The  Rejjort  proposed  as  a  general  rule  that  hourly  labor  compensation 
should  advance  in  accordance  with  the  trend  increase  in  productivity  in  the 
entire  economy.  No  specific  estimate  was  given  of  that  trend,  although 
a  summary  of  statistical  evidence  on  the  long-run  growth  of  output  per 
man-hour  was  provided. 

The  general  guidepK)st  rule  was  subject  to  various  exceptions — some  ex¬ 
plicitly  stated  and  others  only  suggested.  The  stated  exceptions  were  these : 
In  the  interest  of  equity,  wages  of  workers  who  are  underpaid  because  of 
weak  bargaining  power  (or  other  reasons)  should  rise  faster  than  the 
average,  while  wages  of  workers  who  are  overpaid  because  of  exceptionally 


strong  bargaining  power  should  rise  more  slowly  than  the  average.  In  the 
interest  of  efficiency,  wages  should  rise  somewhat  faster  than  tlie  average  in 
industries  with  a  rapidly  growing  employment  (in  order  to  aid  recruitment) , 
and  more  slowly  in  industries  with  labor  surpluses.  Moreover,  workers  who 
contributed  to  an  extra  rise  in  their  own  productivity — for  example,  by 
consenting  to  the  relaxation  or  removal  of  restraints  on  the  freedom  of  their 
employers  to  change  work  rules  or  introduce  new  methods — should  be 
allowed  to  share  in  the  benefits  of  that  extra  productivity  gain. 

The  Report  suggested,  without  listing  them,  that  there  were  other  factors 
which  could  justify  deviations  from  the  general  rule.  One  such  factor 
may  be  the  recent  history  of  wage  movements:  if  wages  for  one  group  of 
workers  have  increased  faster  than  the  productivity  trend  in  the  recent 
past,  they  should  rise  more  slowly  now,  and  vice  versa.  Moreover,  there 
might  be  occasions  for  the  removal  of  glaring  inequities  between  wages  in 
different  plants,  areas,  or  occupations  which — although  they  created  no 
inunediate  labor  supply  problems — might  do  so  in  the  long  run  if  not 
corrected.  Presumably  this  would  be  accomplished  both  by  slower  increases 
for  the  favored  groups  as  well  as  by  faster  increases  for  the  disadvantaged. 

No  reference  was  made  to  any  deviation  from  the  general  rule  because 
of  a  rise  in  consumer  prices — an  issue  to  be  discussed  below. 

If  the  wage  guidepost  were  generally  observed  by  organized  groups  of 
workers  with  discretion  over  their  wage  rates,  and  there  were  no  excess 
demand  in  the  economy,  the  1962  Report  assumed  that  compensation  in 
unorganized  sectors  would  rise  at  the  same  average  rate,  equal  to  the  gain 
in  over-all  productivity.  If  this  were  the  case,  then  hourly  wages  plus 
fringes  in  all  industries  would  rise  by  about  the  same  percentage,  and  by 
about  that  same  percentage  every  year.  The  average  of  unit  labor  costs  in 
the  economy  would  be  unchanged  in  the  average  year. 

But  unit  labor  costs  would  not  be  unchanged  in  each  industry.  In  some 
industries — in  which  the  trend  of  productivity  exceeded  the  general 
average — unit  labor  costs  would  show  a  downward  trend.  In  others — 
where  the  trend  of  productivity  was  below  the  over-all  average — unit  labor 
costs  would  show  an  upward  trend. 

The  1962  Price  Guidepost 

The  general  guidejxjst  rule  for  prices  was  that 
— in  industries  in  which  the  trend  of  productivity  about  equaled  the 
average  for  the  economy,  prices  should  be  stable ; 

— in  industries  in  which  the  trend  of  productivity  was  steeper  than  the 
average,  prices  should  fall;  and 

— in  industries  in  which  the  trend  of  productivity  was  below  the 
average,  prices  could  appropriately  rise. 

It  has  been  noted,  however,  that  the  over-all  productivity  gain  of  any 
given  year  will  diverge  from  the  trend.  Such  divergences  from  trend  arc 
even  more  pronounced  in  individual  industries.  Thus  in  particular  years. 


unit  labor  costs  might  rise  or  fall  for  a  particular  industry  without  affecting 
the  recommended  trend  of  prices  for  that  industry.  This  would  result  in 
year-to-year  changes  in  the  sharing  of  gross  business  income  between  labor 
and  ownership — both  in  individual  industries  and  in  the  whole  economy. 

Corresjxjnding  to  the  exceptions  to  the  general  wage  guidepost,  there 
were  exceptions  to  the  general  rule  for  prices.  Prices  could  rise  more  than 
the  general  rule  would  indicate  in  an  industry  in  which  profits  were  inade¬ 
quate  to  attract  the  capital  to  finance  a  needed  expansion  in  capac¬ 
ity,  or  costs  other  than  labor  costs  had  risen.  Prices  should  fall,  in  comparison 
with  the  general  guidepost  rule,  in  industries  where  productive  capacity  was 
excessive  or  where  costs  other  than  labor  costs  had  fallen.  Prices  should 
also  fall,  in  comparison  with  the  general  rule,  where  “excessive  market 
power  had  resulted  in  rates  of  profit  substantially  higher  than  those  earned 
elsewhere  on  investments  of  comparable  risk.” 

Although  the  price  guidep>ost  was  directed  only  at  industries  in  which 
firms  f)ossessed  some  pricing  discretion,  the  1962  Report  assumed  that  if 
prices  in  these  industries  conformed  to  the  guideposts,  the  average  of  prices 
would  also  be  stable  in  the  other,  highly  competitive  industries  (including 
agriculture  and  most  services)  where  firms  had  no  discretion.  If  this  were 
true,  then  the  average  of  all  prices  would  be  stable.  And  since  money 
wages  would  have  advanced  by  the  same  percentage  as  productivity,  the 
advance  of  real  wages  would  equal  the  advance  in  productivity. 

The  Guideposts  in  Subsequent  Council  Reports 

Reports  of  the  Council  since  1962  have  preserved  the  general  concepts 
of  wage  and  price  guideposts  presented  in  the  1962  Report.  However,  the 
Council  has  given  increasingly  clear  indications  of  what  it  regarded  as  the 
trend  of  productivity  which  should  govern  wage  movements.  In  the  1966 
Report  the  Council  sjjecifically  recommended  that  the  general  wage 
guidepost  be  3.2  percent  a  year. 

Most  of  the  exceptions  to  the  general  guideposts,  both  for  wages  and 
for  prices,  that  were  explicitly  stated  in  the  1962  Report  have  continued  to 
appear  in  subsequent  Reports.  However,  the  possible  applicability  of  these 
exceptions  has  been  less  emphasized.  And  the  possibility  of  other,  unspecified 
exceptions  has  not  been  mentioned.  Moreover,  whereas  the  1962  Report  had 
emphasized  that  the  guideposts  were  “guides”  not  “rules,”  and  were 
presented  as  a  “basis  for  discussion,”  subsequent  statements  by  the  Council 
and  others  in  the  Administration  have  been  interpreted  as  treating  the 
guideposts  as  firm,  though  voluntary,  rules,  and  those  who  fail  to  adhere 
to  them  as  “violators.” 

How  the  Guidepost  Policy  Has  Worked 

In  the  areas  in  which  the  guidep>osts  were  expected  to  apply — among 
strongly  organized  groups  of  workers  and  in  firms  which  have  appreciable 
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discretion  with  regard  to  their  prices — the  guideposts  were  reasonably  well 
observed,  at  least  until  mid- 1966. 

Strong  labor  unions  are  concentrated  in  manufacturing,  mining,  con¬ 
struction,  and  transportation.  Data  on  the  average  change  in  hourly  earnings 
or  in  total  compensation  for  the  total  private  economy  are  therefore  not 
particularly  helpful  in  appraising  adherence  'to  the  wage  guidepost. 

The  most  relevant  hgures  are  the  fragmentary  data  on  important  new 
collective  bargaining  settlements  referred  to  in  Chapter  2.  These  indicate 
that  until  the  second  half  of  1966  the  median  of  such  settlements  (excluding 
construction)  was  only  modestly  in  excess  of  the  general  wage  guidepost. 
(However,  since  many  were  below  the  median,  there  were  also  some  appre¬ 
ciably  above.)  Construction  settlements,  on  the  other  hand,  consistently 
and  significantly  exceeded  the  general  guidepost.  Especially  in  1966,  trans¬ 
portation  settlements  (for  example,  airlines  and  New  York  subways)  were 
far  above  the  guidepost.  Within  manufacturing,  automobile  wages  ad¬ 
vanced  at  a  rate  much  above  the  guidepost,  and  recent  settlements  in  the 
electrical  equipment  manufacturing  and  telephone  industries  also  were 
about  1 54  percentage  points  in  excess. 

Nevertheless,  a  number  of  the  most  significant  union  settlements — in¬ 
cluding  the  key  steel  bargain  of  1965 — were  at  or  close  to  the  general 
guidepost. 

It  is  difficult  to  generalize  about  the  extent  to  which  the  price  decisions 
of  firms  with  price  discretion  have  adhered  to  the  guidepost.  It  is  clear  that 
some  significant  price  reductions  which  the  guidepost  would  have  suggested 
have  not  occurred.  Automobile  prices  are  doubtless  such  a  case.  Steel 
prices  have  edged  up  only  moderately,  on  the  average,  but  it  is  possible  that 
the  guidepost  would  have  permitted  some  slight  increase.  The  pricing  of 
aluminum — particularly  of  fabricated  aluminum  products — could  surely 
not  have  been  consistent  with  the  general  guidepost.  Producers  of  steel  and 
aluminum  have  argued,  however,  that  their  relatively  low  profit  positions 
called  for  some  price  increase  in  order  to  retain  or  attract  needed  capital. 
Other  important  price  increases  about  which  guidepost  questions  might  be 
raised  include  those  for  newsprint,  gasoline,  alloy  and  specialty  steels,  some 
chemicals,  and  agricultural  machinery. 

For  cotton  textiles,  a  sharp  decline  in  the  cost  of  raw  cotton  would  have 
suggested  price  reductions;  but  it  can  be  argued  that  no  individual  pro¬ 
ducer  in  this  highly  competitive  industry  has  significant  discretion  about  his 
prices,  and  that  what  happened  was  a  purely  supply-demand  response.  This 
argument  will  be  tested  by  what  happens  to  cotton  textile  prices  in  the 
months  ahead.  Prices  of  machine  tools  and  of  many  other  tyjjes  of  indus¬ 
trial  equipment  have  undoubtedly  risen  substantially  faster  than  costs.  How¬ 
ever,  in  view  of  the  excess  demand  for  this  category  of  goods,  it  seems  clear 
that  producers  have  practiced  restraint,  and  that — in  a  purely  competitive 
market — prices  would  have  risen  faster  and  farther. 
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In  the  minerals  industries,  increases  in  sulphur  and  the  small  increase  in 
copper  (until  January  1967)  again  are  cases  in  which  price  restraint  has 
clearly  held  prices  below  levels  which  would  clear  the  market,  even  though 
a  pure  guidepost  policy  might  not  have  implied  any  price  increase.  More¬ 
over,  in  these  cases,  the  possible  need  for  higher  prices  to  encourage  the  use 
and  development  of  marginal  resources  complicates  any  judgment  of  the 
public  interest  in  these  prices. 

In  general  terms,  the  greatest  failure  of  observance  of  the  price  guidepost 
lies  in  the  failure  to  reduce  prices  on  a  considerable  number  of  the  product 
lines  of  a  lai^e  number  of  industries.  As  Chapter  3  has  indicated,  a  number 
of  the  price  increases  that  have  occurred  in  manufacturing  and  mining 
industries  undoubtedly  had  some  justification  in  higher  costs.  But  offsetting 
price  decreases  have  been  far  too  few. 

GOVERNMENT  ACTIVITIES  TO  PROMOTE  GUIDEPOST  ADHERENCE 

The  1962  Report  proposed  the  guideposts  as  a  standard  for  the  public 
to  use  in  judging  the  extent  to  which  private  price  and  wage  decisions  were 
consistent  with  the  public  interest  in  a  noninflationary  economy.  However, 
the  message  was  directed  not  merely  to  the  public  but  also  to  labor  and  to 
business.  The  guideposts  were  designed  to  define  more  precisely  to  labor 
and  business  the  Government’s  view  as  to  what  the  public  interest  required 
of  them.  And  it  was  obviously  important  that  labor  and  business — as  well 
as  the  public — should  understand  why  observance  of  these  standards  was 
in  the  public  interest,  and  why  it  was  also  in  the  long-run  interest  of  both 
labor  and  business. 

Clearly,  it  was  not  enough  merely  to  publish  these  standards  and  assume 
that  the  job  was  done.  The  public  does  not  have  the  information  that  would 
{jermit  it  to  apply  the  guidejjost  standards  to  particular  cases  of  wage  or  price 
movements.  Some  reporting  is  necessary  to  help  the  public  make  intel¬ 
ligent  judgments  of  labor  and  business  behavior.  Likewise,  so  far  as  busi¬ 
ness  and  labor  are  concerned,  the  educational  process  is  not  achieved  by  a 
single  annual  statement. 

Thus,  it  is  clear  that  the  Government  must  take  an  active  and  continuing 
interest  in  interpreting  and  explaining  the  guideposts  to  both  labor  and  in¬ 
dustry  on  the  one  hand,  and  to  the  general  public  on  the  other.  Indeed, 
there  may  even  be  some  conflict  between  the  objective  of  effectively  persuad¬ 
ing  labor  and  industry  to  accept  voluntarily  the  disciplines  implied  by  the 
guideix)sts,  and  that  of  informing  the  public  so  that  it  can  focus  its  judg¬ 
ments,  favorable  or  unfavorable,  concerning  particular  wage  settlements 
or  price  changes.  The  Administration  has  been  gradually  feeling  its  way 
toward  a  proper  definition  of  Gkivernment’s  role  in  the  process  of  informa¬ 
tion  and  persuasion.  Undoubtedly  some  mistakes  have  been  made.  But 
some  real  progress  has  been  achieved. 

Three  major  types  of  activities  have  been  undertaken.  First,  the  mem¬ 
bers  of  the  Council  of  Economic  Advisers,  various  Cabinet  and  sub-Cabinet 
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officials,  and  the  President  himself  have  made  numerous  addresses  about  the 
guideposts  to  business  and  labor  groups  and  to  the  general  public.  As  might 
be  expected,  the  Council  of  Eiconomic  Advisers  has  taken  a  leading  part  in 
this  activity,  with  literally  dozens  of  speeches,  articles  for  the  popular  press, 
and  radio  and  television  appearances.  Many  of  these  have  received  substan¬ 
tial  coverage  in  both  the  general  press  and  in  the  specialized  press  of  a 
number  of  industries. 

The  second  typ>e  of  activity  has  been  an  increasing  number  of  private 
communications  and  meetings  between  Government  officials  and  leaders 
of  business  and  labor  designed  to  underscore  the  public  interest  factor  in 
wage  and  price  decisions  and  to  solicit  the  cooperation  of  union  and  corpo¬ 
rate  leadership  in  specific  situations.  With  labor  organizations,  most  of  this 
activity  has  been  carried  on  by  the  Secretary  of  Labor  and  his  associates. 
With  industry,  the  Council  of  Economic  Advisers,  the  Secretaries  of  Com¬ 
merce,  Treasury,  Agriculture,  Interior,  Defense,  and  others  have  partici¬ 
pated.  However,  since  the  largest  number  of  these  contacts  has  been  made 
by  the  Council  of  Economic  Advisers,  it  seems  appropriate  that  the  Council 
should  provide  a  report  on  these  activities. 

In  the  past  year,  the  Council  became  involved  in  regard  to  jjerhaps  50 
product  lines  for  which  price  increases  were  either  imminent  or  had  been 
announced  by  one  or  more  firms.  In  the  typical  case,  the  Council  learned 
in  one  way  or  another  of  a  price  increase  that  was  contemplated  or  that 
had  been  announced  by  one  or  more  producers.  In  some  instances,  com¬ 
panies  contemplating  price  changes  themselves  brought  the  subject  to  the 
Council’s  attention.  Where  the  Council  learned  of  an  important  actual  or 
impending  price  increase,  its  procedure  was  to  send  letters- or  telegrams  to 
all  principal  producers  of  the  product.  In  urgent  cases,  telephone  calls 
substituted  for  letters  or  telegrams.  If  some  firms  had  already  announced 
price  increases,  they  were  asked  to  reconsider.  Those  who  had  not  so  an¬ 
nounced  were  asked  to  avoid  them  if  p>ossible.  In  all  cases,  an  invitation 
was  extended  to  meet  with  the  Council  to  discuss  the  matter. 

In  the  private  discussions  which  often  followed  these  communications, 
the  companies  explained  the  reasons  why  a  price  increase  was  considered 
appropriate,  and  the  Government  representatives  presented  any  information 
available  to  them  which  appeared  relevant  to  the  price  decision. 

The  Council  recognize  in  these  meetings  that  it  ordinarily  does  not  have 
the  detailed  information  which  would  permit  a  clear  judgment  as  to  the 
appropriateness  of  the  proposed  price  change  on  either  the  basis  of  the 
guidepxMt  standards  or  other  relevant  considerations.  But  it  explains  the 
public  interest  in  price  stability,  and  the  company  is  urged  to  take  this 
interest  fully  into  account  in  making  its  decision.  These  meetings  are 
ordinarily  not  reported  publicly,  unless  revealed  by  the  company  involved. 

In  a  few  of  the  cases  that  arose  in  1966,  in  which  the  price  problems  of 
an  industry  appeared  to  be  rather  general,  a  number  of  the  leading  producers 
were  invited  to  meet  with  Government  representatives  to  discuss  the  price 


situations  in  their  industries.  Some  of  these  meetings  were  publicly 
reported. 

The  outcome  of  these  activities  cannot  be  fully  known.  In  a  number  of 
cases,  it  is  clear  that  price  increases  which  were  announced  or  contemplated 
have  been  rescinded,  reduced  in  amount  or  coverage,  or  delayed.  Some 
companies  have  indicated  that  their  subsequent  price  decisions  were  affected 
even  where  their  decision  in  the  immediate  case  was  not  changed. 

The  response  on  the  part  of  the  businesses  involved  has  been  extremely 
encouraging.  Only  in  rare  cases  has  the  Council  been  told  that  it  had  no 
right  to  question  private  decisions.  Almost  invariably  the  companies 
involved  have  recognized  a  larger  public  interest  in  their  pricing  decisions 
and  have  made  a  sincere  effort  to  take  that  interest  into  account.  Some 
large  companies  agreed  to  give  the  Council  advance  notice  of  their  inten¬ 
tion  to  change  prices. 

This  activity  will  be  continued  by  the  Council.  It  helps  to  make  clear 
the  rationale  of  the  guideposts  to  business  managements  in  situations  where 
their  interpretation  may  be  unclear.  And  it  provides  the  Council  a  better 
understanding  of  the  problems  faced  by  responsible  business  leaders. 

As  a  third  type  of  activity,  the  Council  has,  on  occasion,  issued  formal 
statements  to  the  public  commenting  on  particular  wage  or  price  decisions. 
In  the  past  year,  these  included  statements  on  wage  increases  for  employees 
of  the  New  York  Transit  Authority,  the  five  airlines  involved  in  the  July- 
August  strike,  and  the  American  Airlines  case.  It  issued  public  statements 
on  price  increases  for  steel  (on  several  occasions),  aluminum,  copper,  and 
molybdenum.  It  responded  informally  to  press  questions  in  other  cases. 

BASIC  PROBLEMS  FOR  WAGE-PRICE  POLICY  IN  1967 

Two  important  developments  have  created  the  major  problems  for  wage- 
price  policy  today.  The  first  is  that  consumer  prices  have  risen  by  3.3 
percent  in  the  past  12  months,  which  makes  organized  workers — even 
in  unions  which  were  previously  disposed  to  cooperate  with  the  Govern¬ 
ment’s  policy — unwilling  to  contemplate  settlements  at  or  close  to  the 
guideposts.  And  it  gives  unions  which  were  never  disposed  to  cooperate 
an  additional  reason  for  not  doing  so.  The  second  development  is  that 
corporate  profits  have  increased  considerably  more  than  aggregate  labor 
income,  especially  when  measured  from  the  slack  years  of  the  late  1950’s 
or  the  recession  year  of  1961.  This  provides  a  second  reason  for  labor’s 
resistance  to  the  guidepost. 

There  can  be  no  question  that  some  part  of  the  rise  in  consumer  prices 
is  due  to  past  failure  to  observe  the  guideposts,  both  by  organized  labor 
and  by  business.  And  some  part  of  the  faster  rise  of  corp)orate  profits  has 
been  due  to  the  failure  of  some  businesses  to  make  their  price  decisions 
conform  to  the  guidepost  principles  (particularly  by  not  reducing  some 
prices  when  costs  fell) . 
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But  it  is  clear  from  Chapter  2  that  the  primary  source  of  the  rise  in  con¬ 
sumer  prices  lies  in  areas  to  which  the  guideposts  have  no  applicability:  in 
farm  products,  where  prices  have  risen  considerably,  despite  rapid  produc¬ 
tivity  gains;  and  in  services,  where  wages  and  professional  incomes  of  un¬ 
organized  workers  have  also  risen  rapidly. 

So  far  as  the  rise  in  corporate  profits  is  concerned,  much  of  it  would  have 
occurred  had  the  guideposts  been  precisely  followed.  As  noted  above, 
the  year-to-year  advance  of  productivity  frequently  diverges  from  the  long¬ 
term  trend  during  years  of  rapid  expansion,  and  did  from  1962  at  least 
through  1965.  Moreover,  greater  sales  volume  and  higher  operating  rates 
meant  lower  unit  capital  costs,  thus  adding  to  profits.  Consequently,  even 
if  guidepost  principles  on  wages  and  prices  had  been  literally  observed, 
profit  margins  during  such  a  period  would  have  increased  sharply,  and 
aggregate  profits  even  more  so.  Likewise,  the  leveling  off  of  profits  in 
1%6 — when  productivity  gains  slowed  down — is  consistent  with  the  guide- 
post  expectation. 

Nevertheless,  the  rise  in  consumer  prices  and  the  increasing  share  of  profits 
until  the  first  quarter  of  1966  are  facts  that  cannot  be  disputed  nor  explained 
out  of  existence.  And  they  cannot  fail  to  influence  the  behavior  of  wages 
in  1967.  Through  the  effect  of  wages  on  costs,  they  will  also  influence  prices. 

A  WAGE-PRICE  POLICY  FOR  1967 

The  main  issues  for  wage-price  p>olicy  in  1%7  are  these: 

(a)  Should  the  guidepost  for  wages  be  adjusted  to  recognize  in  some 
way  the  recent  increase  in  living  costs? 

(b)  Should  further  recognition  be  given  to  special  factors — other 
than  those  previously  recognized — which  appropriately  justify  excep¬ 
tions  to  the  general  guidef>ost  principles? 

(c)  To  what  extent  should  profit  margins  absorb  cost  increases? 

Recognition  of  Higher  Living  Costs 

The  Council  recognizes  that  the  recent  rise  in  living  costs  makes  it  un¬ 
likely  that  most  collective  bargaining  settlements  in  1%7  will  fully  conform 
to  the  trend  increase  of  productivity.  But  it  sees  no  useful  purpose  to  be 
served  by  suggesting  some  higher  standard  for  wage  increases,  even  on  a 
temporary  basis. 

The  only  valid  and  noninflationary  standard  for  wage  advances  is  the  pro¬ 
ductivity  principle.  If  price  stability  is  eventually  to  be  restored  and  main¬ 
tained  in  a  high-employment  U.S.  economy,  wage  settlements  must  once 
again  conform  to  that  standard. 

While  it  can  be  expected  that  many  wage  settlements  in  1967  will  exceed 
the  trend  increase  of  productivity,  it  is  obvious  that  if,  on  the  average,  they 
should  exceed  it  by  the  amount  of  the  recent  increase  in  living  costs,  price 
stability  could  never  be  restored.  If  the  average  wage  increase  in  1%7 
were  to  include  a  full  allowance  for  productivity  plus  an  additional  margin 
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to  “compensate”  for  past  increases  in  living  costs,  unit  labor  costs  would  rise 
at  a  rate  which  would  require  living  costs  to  continue  their  rapid  rise. 

In  this  connection,  it  must  be  recognized  that  some  part  of  the  advance 
of  consumer  prices  represents  a  transfer  of  income  to  public  uses.  Most 
State  and  local  governments  are  compelled  repeatedly  to  raise  indirect  tax 
rates  to  finance  the  expansion  of  essential  services.  These  indirect  taxes 
enter  into  prices,  accounting  for  0.2  percentage  point  of  rise  in  the  consumer 
price  index  in  1966.  And  in  1967,  there  will  be  no  offset  to  the  rise  in  these 
indirect  taxes  (as  in  1965  and  1966)  from  reduced  Federal  excises.  If  every 
group  attempted  to  offset  the  burden  of  these  higher  indirect  taxes  by  a  com¬ 
pensating  rise  in  money  incomes,  no  transfer  of  real  resources  to  public 
purposes  could  be  achieved. 

It  is  not  expected  that  market  forces  in  1967  will  again  require  that  average 
wages  in  the  largely  unorganized  sectors — agriculture,  trade,  and  services — 
should  rise  faster  than  in  the  organized  segments — manufacturing,  mining, 
construction,  and  transportation — in  order  to  promote  an  efficient  allocation 
and  use  of  labor.  But  the  higher  minimum  wage  effective  in  1967  will 
have  its  principal  impact  on  wages  in  the  unorganized  sectors,  and  in  the 
largely  unorganized  low-wage  segments  of  manufacturing.  Thus  there  will 
be  some  continued  pressure  on  costs  and  prices  originating  in  wage  increases 
outside  of  the  organized  sectors. 

In  1967,  the  national  interest  continues  to  require  restraint  in  wage 
settlements;  indeed,  it  is  more  essential  than  ever  that  restraint  be  practiced 
in  order  to  turn  the  trend  of  prices  back  toward  stability.  If  restraint 
cannot  mean  an  average  wage  advance  only  equal  to  the  rise  in  productivity, 
it  surely  must  mean  wage  advances  which  are  substantially  less  than  the 
productivity  trend  plus  the  recent  rise  in  consumer  prices. 

Although  the  Council  recognizes  that  some  allowance  will  frequently  be 
made  for  higher  living  costs  in  1967  settlements,  it  continues  to  believe 
that  arrangements  which  automatically  tie  wage  rates  to  changes  in  con¬ 
sumer  price  indexes  will  contribute  to  inflation.  One  union  may  be  able  to 
protect  its  members  in  this  way  against  any  deterioration  in  its  real  wage  or 
any  real  impact  from  increased  indirect  taxes.  But  it  does  so  only  by  impos¬ 
ing  more  of  the  burden  on  others.  And  if  all  unions — and  other  groups  in 
society — were  to  succeed  in  tying  compensation  to  consumer  prices,  the 
arrangement  would  become  a  vast  engine  of  inflation,  which,  once  it  began 
to  roll,  would  continue  to  gain  speed. 

Guidepost  Exceptions 

The  most  frequent  criticism  of  the  present  wage  guidepost — after  the 
criticism  that  it  fails  to  allow  for  the  rise  in  consumer  prices — is  that  it  fails 
to  provide  sufficient  exceptions  for  the  many  special  and  individual  circum¬ 
stances  of  which  account  must  be  taken  in  wage  negotiations.  This  criticism 
requires  consideration. 
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A  guidepost  exception  has  always  been  made  for  low  wages.  In  a  year 
in  which  the  minimum  wage  will  advance  11  percent,  from  $1.25  to  $1.40 
an  hour,  with  an  inevitable  impact  on  wages  previously  near  the  new 
minimum,  this  exception  is  obviously  significant.  The  fact,  however,  that 
few  strong  unions  exist  among  low-wage  workers  gives  the  exception  only 
limited  relevance  for  collective  bargaining. 

It  surely  does  not  justify  large  wage  increases  for  high-wage  unions. 
Indeed,  the  productivity  arithmetic  suggests  that,  if  an  exception  for  low- 
wj^e  workers  is  to  be  meaningful  in  {lermitting  low-wage  workers  to  re¬ 
ceive  increases  in  real  wages,  high-wage  workers  who  have  profited  in  the 
{last  from  exceptionally  strong  bargaining  {lower  must  res{iect  the  counter¬ 
part  exception  that  their  wage  increases  should  be  less  than  the  average. 

Second,  the  guide{iost  principle  has  always  contained  a  clear  exception 
for  wage  changes  that  serve  an  economic  function  by  assisting  in  the  reallo¬ 
cation  of  labor  toward  shortage  occu{iations  and  industries.  Thus,  for 
example,  no  complaint  has  ever  been  made  in  the  name  of  the  guidefxists 
with  res{iect  to  the  large  wage  increases  recently  received  by  nurses. 

Indeed,  in  a  high-employment  economy,  the  impKirtance  of  differential 
wage  changes  as  an  instrument  of  labor  reallocation  is  greatly  increased, 
and,  this  exception  is  more  impKirtant  today  than  in  earlier  years.  How¬ 
ever,  the  Council  suggests  that,  as  a  general  principle,  an  exception  to  the 
guide{iosts  for  workers  in  a  shortage  occupation  should  be  claimed  only 
where  the  union  involved  stands  ready  to  lift  every  artificial  barrier  to 
entry  into  the  occupation,  and  to  cooperate  fully  in  public  and  private 
efforts  to  train  whatever  numbers  of  workers  may  desire  to  enter  the  occu¬ 
pation.  Moreover,  as  indicated  in  Chapter  2,  the  remaining  labor  shortages 
this  year  will  be  concentrated  in  unorganized  professional  and  technical 
occupations. 

Other  exceptions  have  frequently  been  pro{X)sed  for  incor{x>ration  in 
a  national  wage  {X)licy. 

One  such  proposal  is  to  allow  for  the  narrowing  of  differentials  between 
“"wage  rates  paid  in  different  industries  or  by  different  employers  for  similar 
work — the  so-called  issue  of  “comparable  wages.”  To  the  extent  that  such 
differentials  may  interfere  with  a  rational  allocation  of  labor,  their  correc¬ 
tion  is  already  encouraged  by  the  exception  just  discussed. 

The  public  interest  obviously  requires  that  wage  settlements  pay  appro¬ 
priate  attention  to  factors  of  comparability.  But  it  cannot  accept  infla¬ 
tionary  settlements  every  time  this  justification  is  alleged. 

At  least  within  a  single  labor  market  area,  it  is  surely  desirable  that  workers 
in  occupations  requiring  similar  training,  skill,  education,  and  responsibility 
should  be  paid  the  same  wage.  This  is  less  obvious  as  between  labor  markets. 
Even  within  labor  markets,  some  wage  differentials  may  reflect  the  fact 
that  one  employer  finds  it  worthwhile  to  pay  above-average  rates  in  order 
to  insure  low  turnover,  good  morale,  and  greater  selectivity  in  hiring,  while 
another  prefers  to  {>ay  lower  rates  and  forego  these  advantages. 
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It  is  probably  true,  on  the  whole,  that  the  dispersion  of  wages  for  similar 
work  by  similar  workci-s  is  larger  than  it  should  be  from  the  point  of  view  of 
either  efficiency  or  equity.  But  the  wage  comparisons  made  in  collective 
bargaining  disputes  often  have  little  or  no  relevance  either  to  resource  allo¬ 
cation  or  to  equity.  Very  often  the  wage  comparisons  in  collective  bargain¬ 
ing  are  only  part  of  a  game  of  follow-the-leader  which,  at  best,  is  irrelevant 
to  resource  allocation  and,  at  worst,  speeds  up  a  wage-price  spiral. 

Many  recent  instances  in  which  outsized  wage  agreements  have  emerged 
from  collective  bargaining — based  on  claims  that  such  increases  were  nec¬ 
essary  in  order  to  achieve  wage  comparability — have  created  more  prob¬ 
lems  of  inequity  and  inefficiency  than  they  have  resolved.  Meaningful 
wage  comparisons  should  be  made  not  only  with  wages  that  are  higher 
but  also  with  those  that  are  lower.  Otherwise,  wage  increases  to  achieve 
‘‘comparability”  may  actually  reduce  it.  Unions  can  always  find  some 
group  of  workers  more  highly  paid  than  they — whether  or  not  all  oth¬ 
er  conditions  are  similar.  If  all  corrections  of  such  “inequities”  are  up¬ 
ward,  labor  cost  inflation  is  inevitable. 

One  recent  important  collective  bargaining  dispute  produced  a  high¬ 
ly  inflationary  uniform  percentage  increase  for  the  entire  work  force  in¬ 
volved.  The  justification  was  that  an  increase  of  this  magnitude  was  nec¬ 
essary  to  correct  what  may  have  been  genuine  disparity  between  the  wages 
of  a  small  group  of  specialized  workers  and  similar  workers  in  other  em¬ 
ployments.  The  mediation  committee  which  recommended  the  settlement 
recognized  that,  for  the  great  majority  of  the  work  force  involved,  wage 
rates  were  already  as  high  as  or,  higher  than  those  for  comparable  work¬ 
ers.  But  they  could  not  recommend  destroying  the  customary  relation¬ 
ship  between  the  wages  of  those  workers  for  whom  the  disparity  was 
found  to  exist  and  the  wages  of  all  other  members  of  the  work  force. 
This  is  a  clear  recipe  for  inflation. 

Another  exception  frequently  urged  is  that,  in  industries  with  rapid  pro¬ 
ductivity  gains,  W2^es  should  rise  faster  than  the  average.  If  such  an  ex¬ 
ception  were  made,  it  would  necessarily  impart  an  inflationary  bias  to  the 
system — for  no  one  argues  that  wages  will  or  should  rise  less  rapidly  or  not 
at  all  in  industries  with  little  or  no  productivity  gain. 

It  is  clearly  in  the  public  interest  for  unit  labor  costs  and  prices  to  fall  in 
industries  with  relatively  high  productivity  gains.  In  the  long  run,  falling 
unit  labor  costs  do  result  in  falling  prices  (except  where  there  are  offsetting 
increases  in  other  costs) .  But  the  long  run  may  be  too  long  for  labor’s  and 
the  public’s  patience.  And  sometimes  the  very  factors  that  produce  falling 
costs  may  work  against  price  reduction.  For  example,  the  industries  in 
which  labor  costs  are  falling  are  often  those  in  which  demand,  and  thus  pro¬ 
duction,  is  expanding  most  rapidly — a  situation  which  weakens  rather  than 
strengthens  the  competitive  forces  driving  down  prices. 

If  there  is  a  long  lag  between  a  reduction  in  labor  costs  and  a  reduction 
in  prices,  it  is  difficult  to  make  a  convincing  case  that  high  wage  settlements 


in  industries  with  high  productivity  growth  are  not  in  the  public  interest. 
As  the  1964  Report  (p.  120)  put  it: 

Such  circumstances  pose  a  most  unattractive  dilemma  from  the  viewpoint 
of  the  public  interest.  On  the  one  hand,  extra  increases  in  wages  or  fringe 
benefits  might  tend  to  spread  to  other  industries,  creating  a  general  cost-push 
from  the  wage  side.  On  the  other  hand,  there  is  no  justification,  on  either 
economic  or  equity  grounds,  for  distributing  above-average  gains  in  produc¬ 
tivity  exclusively  through  the  profits  channel.  The  real  way  out  of  this 
dilemma  is  for  the  firms  involved  to  remove  its  cause  by  reducing  prices. 

That  statement  is  as  important  in  1967  as  it  was  in  1964.  Indeed,  it  forms 
one  of  the  most  signiheant  elements  of  a  national  price  policy  for  1967. 

Another  of  the  reasons  given  for  an  exception  to  the  wage  guidepost  is 
ability  to  pay.  In  practice,  this  refers  to  the  prohts  of  the  bargain¬ 
ing  employers.  Ability-to-pay  considerations  are,  of  course,  often  related  to 
the  industry’s  own  productivity  trend.  Industries  with  rapid  productivity 
gains,  falling  labor  costs,  and  stable  prices  are  industries  in  which  prohts  have 
risen. 

But  ability-to-pay  considerations  arise  independently  in  another  context. 
In  any  period  of  rapid  expansion  toward  full  utilization,  prohts  inevitably 
rise  faster  than  total  employee  income — just  as  profits  fall  more  rapidly  when 
utilization  rates  decline.  The  past  5  years  have  been  such  a  period  of  rising 
profits.  It  is  not  surprising  that  trade  unions  seek  to  share  in  the  profits  gen¬ 
erated  by  prosperity. 

The  record  shows,  however,  that  attempts  on  the  part  of  unions  to  re¬ 
distribute  income  from  profits  to  wages  through  excessive  wage  increases 
in  high-profit  industries  results  primarily  in  higher  prices  in  those  industries. 
When  this  happens,  the  effect  is  to  redistribute  real  income  from  the  rest 
of  the  conununity — who  are  mostly  other  wage  earners — to  the  workers  in 
question,  with  very  little  redistribution  from  profits  to  wages. 

To  avoid  a  wj^-price  spiral  it  is  therefore  essential  that  firms  with 
discretion  over  prices — and  particularly  those  with  unusually  high  profits — 
pursue  price  policies  which  will  not  invite  excessive  wage  demands. 

Price  Policy  for  1967 

The  foregoing  discussion  (and  that  of  Chapter  2)  has  indicated  the 
essential  character  of  the  problems  which  businesses  with  pricing  discretion 
will  face  in  1%7 : 

(1)  Wage  contracts  newly  negotiated  in  1967  will  tend  to  raise  the  unit 
labor  costs  of  many  firms  and  industries. 

(2)  Nevertheless,  many  imp)ortant  industries  will  continue  to  operate  in 
1%7  under  labor  contracts  negotiated  in  1%5  or  1966,  which  often  will  be 
consistent  with  declining  unit  labor  costs. 

(3)  Although  the  cost  of  purchased  industrial  products  may  frequently 
be  higher  in  1%7  than  in  1966,  the  purchase  cost  of  some  raw  materials 
will  be  lower. 
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(4)  Many  firms  in  1967  will  be  using  new  and  modem  capital  equipment 
installed  during  the  past  year,  and  will  be  under  less  pressure  to  operate 
marginal  units.  Often  this  will  involve  substantially  lower  costs. 

In  short,  the  cost  picture  for  price  setters  in  1967  will  continue  to  be  a 
mixed  one. 

Although  average  profit  margins  of  manufacturers  declined  in  the  second 
half  of  1966,  they  were  higher  for  the  entire  year — at  least  as  a  percentage 
of  equity — than  in  any  prior  year  since  the  highly  inflationary  year  of  1950. 

In  the  past,  profit  rates  like  those  recorded  in  1966  endured  only  for  brief 
periods.  Profits  rose  rapidly  in  cyclical  expansions.  But  as  the  economy 
reached  and  quickly  passed  a  cyclical  peak,  reductions  in  capacity  utiliza¬ 
tion  retarded  the  growth  of  productivity  and  intensified  competitive  pres¬ 
sures,  with  a  resulting  erosion  of  profit  margins.  If  public  and  private  pol¬ 
icies  now  succeed  in  maintaining  a  steadily  expanding  economy,  it  follows 
that  the  profit  margins  which  were  feasible  only  in  the  boom  stage  of  a 
boom-bust  economy — and  therefore  may  have  been  appropriate  in  that 
stage — are  inappropriate  in  a  steadily  prosperous  economy. 

Once  firms  can  become  accustomed  to  operating  in  a  more  stable  environ¬ 
ment,  the  profit  margins  which  they  now  seek  to  achieve  in  periods  of  high 
utilization  can  be  reduced,  as  no  longer  necessary  to  make  up  for  the  low  and 
frequently  inadequate  profits  of  periods  of  slack  and  recession.  In  fact, 
profit  margins  not  only  should  be  lower  than  in  the  boom  phase  of  a  cyclical 
economy,  but  should  be  reduced  on  the  average  because  operations  in  such 
an  environment  carry  lesser  risk. 

It  is  true  that  an  adjustment  to  lower  profit  margins  may  be  feasible  and 
appropriate  only  if  steady  economie  advance  can  be  maintained.  But  it  is 
equally  true  that  such  an  adjustment  of  margins  may  itself  be  required  if  a 
steadily  high  employment  economy  is  to  be  maintained. 

In  an  economy  which  grows  steadily  but  does  not  outrun  the  growth  of 
capaeity,  there  will  be  vigorous  competition,  and,  ultimately,  profit  margins 
in  most  industries  should  seek  an  appropriate  level.  But  competitive  pres¬ 
sures  work  slowly.  In  industries  where  a  small  number  of  leading  firms 
possess  strong  market  power,  they  work  very  slowly  indeed.  Firms  in  those 
industries  in  which  market  power,  combined  with  strong  demand,  has  pushed 
profit  margins  to  record  levels,  have  a  special  resp)onsibility  in  price-making 
at  this  critical  time. 

If,  in  1967,  firms  with  discretion  as  to  their  prices  should  follow  pricing 
policies  which  even  maintain  present  margins,  the  opportunity  for  a  sig¬ 
nificantly  improved  price  record  will  be  compromised.  It  would  speed  up 
the  rise  in  living  costs,  and  it  would  again  pose  inviting  targets  for  inflationary 
wage  demands  by  unions. 

To  assume  steady  movement  toward  price  stability  in  1967,  the  public 
interest  requires  that  producers  absorb  cost  increases  to  the  maximum  ex¬ 
tent  feasible,  and  take  advantage  of  every  opportunity  to  lower  prices. 
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In  so  doing,  they  will  make  an  imp>ortant  contribution  to  strengthening 
America’s  international  competitive  position  and  to  a  climate  that  will 
jjermit  the  economy  to  maintain  the  forward  momentum  which  will  preserve 
and  enlarge  the  gains  of  the  past  6  years  of  rewarding  prosperity. 
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Chapter  4 

Selected  Uses  of  Economic  Growth 

A  GREAT  FINANCIER  is  said  to  have  remarked  that  compound 
interest  is  the  eighth  wonder  of  the  world.  No  doubt  he  was  referring 
to  its  remarkable  properties  in  enhancing  private  fortunes.  However,  those 
concerned  with  national  policies  for  economic  growth  have  also  become 
aware  of  the  power  of  compound  interest.  If  the  American  economy  con¬ 
tinues  to  grow  at  4  percent  a  year,  output  will  double  in  18  years,  triple  in 
28,  quadruple  in  35.  If  that  potential  is  wisely  and  efficiently  shared  among 
competing  uses,  great  advances  in  the  economic  well-being  of  all  Americans 
are  assured. 

Literally  billions  of  private  and  public  decisions  determine  the  distribution 
of  the  growing  gross  national  product  (GNP)  among  consumption,  invest¬ 
ment,  and  Government  purchases,  and — within  each  of  these  categories — 
among  the  myriad  of  individual  goods  and  services  the  economy  can  provide. 
Consumption  decisions  of  households  and  the  investment  decisions  of 
business  firms  determine  the  uses  of  output  in  the  private  sector.  But  these 
decisions  are  inevitably  affected  by  public  policies.  Monetary  and  credit 
policies  and  changes  in  tax  rates  and  tax  incentives  restrain  or  encourage 
consumer  and  business  outlays  and  influence  their  composition. 

The  budget-making  process  at  Federal,  State,  and  local  levels  determines 
the  share  of  output  used  to  meet  public  needs.  Taxes  and  public  spending 
represent  a  substantial  share  of  the  national  product.  Moreover,  in  a 
growing  economy  with  given  tax  rates,  tax  revenues  move  upward  strongly 
over  time  and  call  for  continued  decisions  on  increases  in  public  expendi¬ 
tures,  tax  reductions,  and  debt  management.  Public  policy  cannot  be 
neutral  in  its  impact  on  the  allocation  of  the  gains  from  economic  growth. 
How  these  gains  should  be  distributed  must  be  squarely  faced  as  an  issue  of 
public  policy. 

PRIVATE  AND  PUBLIC  GOODS 

Households  directly  purchase  the  greater  part  of  our  national  output 
to  meet  their  wants  and  needs  as  consumers.  Personal  consumption  ex¬ 
penditures  now  constitute  63  percent  of  GNP.  The  share  has  been  as  low  as 
52  percent  in  World  War  II  and  as  high  as  83  percent  in  the  depression 
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year  1932,  but  has  recently  been  relatively  stable.  Most  of  the  future 
increase  in  output  will  surely  take  the  form  of  more  goods  and  services  for 
consumers. 

CONSUMER  CHOICE 

Growing  incomes  will  enable  households  to  enjoy  ccmtinuing  increases  in 
their  standards  of  living.  For  those  families  which  are  now  poor,  higher 
incomes  will  mean  more  of  those  types  of  goods  and  services  which  most 
Americans  now  regard  as  necessities — adequate  and  varied  diets,  sufficient 
health  care,  satisfactory  housing,  a  good  education  for  their  children. 
Even  for  Americans  well  above  the  poverty  line,  a  significant  share  of  the 
growth  in  incomes  will  be  devoted  to  these  basic  items.  With  higher  incomes, 
the  proportion  of  the  budget  spent  for  various  types  of  goods  shifts  in  fairly 
predictable  ways — toward  consumer  durable  goods,  travel,  recreation,  and 
other  leisure-time  activities.  Rising  incomes  provide  for  more  freedom,  more 
security,  more  comforts,  more  cultural  opportunity,  and  more  variety  in  life, 
permitting  the  greater  fulfillment  of  personal  aspirations. 

EXTERNAL  EFFECTS 

The  buyer  receives  satisfaction  from  most  purchases  he  makes,  and  he 
pays  the  cost.  Society  as  a  whole  has  no  important  concern  about  whether 
the  individual  chooses  to  eat  more  steak  and  to  buy  fewer  new  clothes, 
or  the  reverse.  But  there  are  many  instances  in  which  one  man’s  consump¬ 
tion  may  affect  his  neighbors  significantly.  In  the  technical  language  of 
economists,  many  economic  actions  have  important  “external  effects”  on 
p>ersons  who  are -not  decision-makers  in  the  transaction  and  whose  interests 
are  not  normally  reflected.  Indeed,  these  actions  are  increasing  in  number 
as  the  size,  complexity,  and  interdependence  of  the  American  economy 
increases. 

An  extreme  form  of  external  effects  occurs  in  the  category  of  commodities 
called  “public  goods.”  Once  created,  their  use  cannot  be  effectively  limited 
to  a  group  of  paying  customers  or  subscribers.  A  health  program  to  eradi¬ 
cate  communicable  diseases  is  an  example  of  a  public  good.  Police  protec¬ 
tion  and  national  defense  are  other  examples — where  everyone  can  benefit 
without  reducing  benefits  available  to  others.  Since  no  one  can  be  ex¬ 
cluded  from  the  enjoyment  of  public  goods,  each  person  would  be  tempted 
to  let  his  neighbor  pay  for  them,  while  he  sp>ent  his  own  income  on  goods 
which  he  enjoys  exclusively.  For  this  reason,  decisions  to  supply  public 
goods  are  everywhere  made  collectively  and  paid  for  collectively  by  taxes. 

In  less  extreme,  but  more  typical  cases  of  external  effects,  private  decisions 
would  lead  to  some  production  and  consumption  of  goods,  but  not  the 
ri^t  amount  from  the  standp>oint  of  society  as  a  whole.  The  modernization 
of  one  house  may  help  to  up>grade  an  entire  block,  but  might  not  be  under¬ 
taken  if  the  homeowner  had  to  pay  the  full  cost.  The  smoke  from  one 
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man’s  chimney  can  spread  soot  far  and  wide — and  might  be  stopped  if  the 
originator  paid  the  full  costs  he  is  imposing  on  others.  Such  cases  of  external 
benefits,  which  extend  to  roads,  parks,  and  education,  are  important  reasons 
for  the  growing  responsibilities  of  Federal,  State,  and  local  governments. 

Another  part  of  these  responsibilities  stems  from  a  social  concern  for 
equality  of  opportunity  and  relief  of  human  misery.  There  is  growing 
recognition  that  many  Americans,  due  to  accident  of  birth  or  circumstance, 
do  not  share  in  the  blessings  of  a  rich  society,  have  little  opportunity  of  ever 
sharing,  and  moreover,  may  well  see  their  children,  too,  denied  an  oppor¬ 
tunity  to  compete  on  an  equal  footing.  Programs  for  income  maintenance, 
health,  education,  and  cities  reflect  this  recognition  and  social  concern,  as 
well  as  awareness  of  the  external  costs  and  benefits. 

In  meeting  social  responsibilities  of  all  kinds,  there  is  often  a  choice 
between  public  production  and  public  encouragement  to  private  produc¬ 
tion  through  subsidies,  regulation,  or  financial  aids  to  purchasers.  For 
example,  a  comprehensive  medical  insurance  system  may  reduce  the 
need  for  public  hospitals  for  the  poor.  Decisions  in  such  matters  have  been 
made  pragmatically;  many  are  perhaps  accidents  of  history.  The  postal 
service  is  nationalized  while  telephone  and  telegraph  service  is  provided  by 
regulated  private  enterprise.  Yet  these  decisions  have  produced  viable 
results.  In  contrast  with  experience  abroad  and  our  own  experience  in 
previous  generations,  there  is  no  major  ideological  battle  in  the  United  States 
today  over  the  scope  of  the  Government  sector.  Public  policy  now  faces  up 
to  questions  of  the  Government-private  mix  in  a  flexible  manner,  endeavor¬ 
ing  to  meet  the  aspirations  of  our  citizenry  with  greatest  efficiency  while 
maintaining  an  appropriate  preference  for  decentralization  in  decision 
making. 

The  increased  wealth  of  the  United  States  permits  us  to  face  directly 
the  problems  of  pdverty,  lack  of  education,  ill  health,  and  urban  decay  as 
national  issues  requiring  a  coordinated  policy  eflfort.  Many  of  these 
problems  can  be  solved  most  efficiently  by  State  and  local  governments  if 
they  have  the  resources.  Other  problems  require  national  policies.  The 
pace  of  progress  in  meeting  them  will  be  held  back  as  long  as  our  com¬ 
mitments  in  Vietnam  absorb  a  substantial  share  of  our  economic  growth. 
But,  even  in  this  period,  progress  can  and  will  be  made.  And,  when  the 
welcome  opportunities  of  peace  arise,  we  will  be  ready  to  intensify  our 
efforts  to  build  a  better  America. 

The  following  sections  of  this  chapter  discuss  selected  areas  in  which 
the  provision  of  public  goods,  the  external  effects  of  economic  decisions,  or 
the  achievement  of  humanitarian  goals  will  absorb  part  of  the  additional 
output  which  constitutes  economic  growth.  The  conquest  of  poverty, 
improvements  in  education,  better  health,  and  the  rebuilding  of  American 
cities  are  expensive.  They  will  make  substantial  claims  even  on  our  growing 
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affluence.  Choices  will  have  to  be  made — not  to  solve  one  problem  at  the 
expense  of  another,  but  rather  to  allocate  resources  in  such  a  way  as  to  permit 
balanced  progress  on  many  fronts. 

INCOME  MAINTENANCE 

Poverty  in  the  United  States  today  afflicts  32.7  million  Americans  directly 
and  every  American  indirectly.  But  poverty  is  curable,  and  the  Nation  is 
now  committed  to  using  a  share  of  the  fruits  of  growth  to  stamp  out  this 
malady. 

POVERTY  AND  WORK 

By  definition,  the  jx)or  have  incomes  inadequate  to  provide  even  the  basic 
essentials  of  a  decent  life  in  our  society.  A  household  is  statistically  classified 
as  poor  if  its  total  money  income  falls  below  levels  specified  by  the  Social  Se¬ 
curity  Administration,  currently  $1,570  for  an  unrelated  individual,  $2,030 
for  a  couple,  and  $3,200  for  a  family  of  four.  Obviously,  any  such  statistical 
classification  ignores  such  factors  as  assets,  particular  family  needs,  and 
the  variability  of  income.  But  it  helps  to  illuminate  the  extent  and  character 
of  fKjverty. 

In  the  broadest  sense,  the  poor  comprise  two  general  categories.  The 
first,  but  smaller,  includes  families  headed  by  an  able-bodied  male  bread¬ 
winner  whose  wages  are  low  or  whose  employment  is  irregular.  Among 
nonwhite  families  in  the  South,  even  breadwinners  holding  full-time  jobs 
often  do  not  earn  living  wages  (Table  19).  For  the  entire  Nation,  how¬ 
ever,  only  6  percent  of  all  families  headed  by  a  fully  employed  male  worker 
were  below  the  poverty  line  in  1%5,  but  this  group  includes  26  p>ercent  of 
all  poor  families.  Large  family  size  was  a  characteristic  of  many  of  these 
households.  Another  group — 15  percent  of  all  poor  families — was  headed 
by  a  chronically  unemployed  man  or  by  one  who  worked  only  part-time. 

Poverty  among  families  with  able-bodied  male  breadwinners  has  declined 
substantially  in  recent  years.  For  example,  improving  nonfarm  job  op- 
]X>rtunities,  which  facilitated  migration  from  the  farm,  also  meant  a  wel¬ 
come  migration  out  of  poverty  for  many  rural  families.  The  number  of 
pKX)r  farm  households  fell  by  53  percent  between  1959  and  1%5  (Table  20) 
and  represented  only  6  p>ercent  of  all  p>oor  households  in  1965,  although 
some  of  the  formerly  poor  farm  families  who  acquired  urban  addresses 
remained  poor. 

But  most  poor  families  are  headed  by  persons  who  cannot  or  should  not 
be  in  the  labor  force,  at  least  on  a  full-time  basis.  The  aged,  the  family 
consisting  of  a  female  head  with  children,  and  the  disabled  are  increasingly 
becoming  the  dominant  groups  of  “hard-core  poor,”  accounting  for  about 
half  of  all  poor  families  in  1965.  Rapid  economic  growth  and  full  employ- 
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Table  19. — The  poor  and  their  work  experience,  7965^ 


Work  experience  of  bead  of  household 

Poor  households 
(millions)  > 

Poor  fa 

Number 

(millions) 

kmllles 

Incidence  of 
poverty 
(percent)  * 

Male 

head 

Female 

bead 

Male 

head 

Female 

head 

Male 

head 

Female 

head 

Total . 

6.1 

5.4 

4.8 

m 

11 

37 

Aged  (65  years  and  over) . 

1.8 

2.4 

1.2 

21 

29 

All  other . 

4.3 

3.0 

3.6 

■o 

10 

40 

Did  not  work  In  1966 . 

.7 

1.6 

.5 

.8 

38 

66 

ni  or  disabled . . 

.4 

.2 

.3 

.1 

42 

(*) 

Other  reasons . 

.3 

1.3 

.2 

.8 

33 

66 

Worked  at  part-time  jobs . 

.5 

.5 

.4 

.2 

34 

44 

Worked  at  full-time  jobs . . 

1.0 

2.7 

.6 

8 

23 

Employed  39  weeks  or  less . 

.8 

.4 

.6 

.2 

23 

49 

Employed  40-49  weeks . 

.4 

.1 

.4 

.1 

13 

24 

Employed  60  weeks  or  more . 

1.8 

.4 

1.7 

.2 

6 

15 

0-3  children . 

1.0 

.1 

1.0 

.1 

4 

11 

4  or  more  children . 

.7 

.1 

.7 

.1 

17 

66 

South  • . 

.9 

.2 

.9 

.1 

11 

24 

White* . 

.6 

.1 

.6 

(•) 

7 

11 

Nonwblte ». . 

.4 

.1 

.4 

.1 

36 

51 

Rest  of  country  • . 

.9 

.8 

.1 

4 

10 

White* . 

.8 

HI 

.1 

4 

8 

Nonwblte  * . 

.1 

■ 

(•) 

10 

22 

I  Numbers  in  this  table  are  based  on  tbe  Current  Population  Surrey.  An  enlarged  survey  of  the  poor, 
DOW  in  progress,  may  show  somewhat  different  results  due  to  sampling  error  and  the  use  of  different  mter- 
rlewlng  techniques. 

>  Households  are  defined  here  as  the  total  of  families  and  unrelated  individuals. 

<  Poor  families  as  percent  of  the  total  number  of  families  in  tbe  category. 

*  Percent  not  shown  because  of  small  number  of  families. 

>  Estimated  by  Department  of  Health,  Education,  and  Welfare. 

•  Less  than  fi0,000. 

Note.— Poverty  is  defined  by  tbe  Social  Security  Administration  poverty-income  standard;  it  takes 
into  account  family  size,  composition,  and  place  of  residence. 

Detail  will  not  necessarily  add  to  totals  because  of  roimding. 

Sources:  Department  of  Commerce  and  Department  of  Health,  Education,  and  Welfare. 


ment  can  do  little  to  solve  their  problems.  For  them,  cash  benefits  are 
essential. 

For  those  of  the  poor  who  can  work  full  time,  economic  growth  and  full 
employment  will  continue  to  erode  poverty.  But  for  them,  too,  cash 
benefits  are  required  to  alleviate  the  immediate  rigors  of  poverty,  while 
they  take  training,  while  they  are  being  relocated,  while  they  seek  and 
find  jobs. 

INCOME  MAINTENANCE  AND  THE  POOR 

Income  maintenance  programs  financed  by  Federal,  State,  and  local 
governments  provide  some  support  for  millions  of  the  poor.  The  poor, 
like  others,  enjoy  protection  under  major  social  insurance  programs, 
such  as  Old-Age,  Survivors,  and  Disability  Insurance  (OASDI), 
Health  Insurance  for  the  Aged,  and  Unemployment  Insurance.  Roughly 
one-third  of  OASDI  benefits,  which  totaled  $18  billion  in  1965,  went 
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Table  20. — Number  of  poor  households  and  incidence  of  poverty,  1959,  1962, 

and  1965 


Characteristics  of  head  of  household 

Number  of  poor  households 
(millions)! 

Incidence  of  poverty 
(percent)' 

1959 

1962 

1965 

1950 

1962 

1965 

Total . 

13.4 

12.6 

11.5 

24 

22 

19 

Aged  (65  years  and  over)' . 

3.9 

3.8 

3.8 

49 

41 

39 

White . 

3.3 

3.4 

47 

39 

37 

Male . 

1.4 

1.3 

36 

28 

24 

Female . 

Hh 

1.9 

2.1 

63 

56 

55 

Nonwbite . 

.4 

.5 

73 

64 

65 

Male . 

.2 

.2 

66 

54 

54 

Female . 

HJ 

.2 

.3 

82 

75 

78 

All  other  ‘ . 

9.4 

8.9 

7.6 

20 

18 

15 

Farm . 

■9 

.9 

.7 

40 

31 

24 

White . 

.7 

.5 

34 

25 

18 

Male . 

.6 

.4 

32 

24 

17 

Female . 

Hy 

.1 

.1 

57 

39 

40 

Non  white . 

.2 

.2 

86 

81 

76 

Male . 

.2 

.2 

86 

79 

76 

Female . 

.1 

(*) 

(•) 

(*) 

(•) 

(•) 

Nonfarm...r . 

8.0 

7.9 

7.0 

18 

17 

15 

White . 

5.5 

4.9 

15 

14 

12 

Male . 

3.5 

2.9 

10 

10 

8 

Female . 

2.0 

2.0 

37 

34 

30 

Nonwhite . 

2.4 

2.0 

47 

47 

37 

Male . 

1.3 

1.1 

38 

38 

29 

Female . 

1.0 1 

1.0 

.9 

68 

68 

58 

Addendum; 

Billions  of  dollars  | 

Percent  of  QNP 

Poverty  income  gap ' . . . . 

13.7  1 

12.8  1 

•  ii.o| 

2.8  1 

_ 

■  Households  are  defined  here  as  the  total  of  families  and  unrelated  indiyiduals.. 

•  Poor  households  as  percent  of  the  total  number  of  households  in  the  category. 

>  Includes  only  one-  and  two-person  households  with  head  aged  65  years  and  over. 

•  Includes  all  households  headed  by  a  person  under  65  years  of  age  and  families  of  three  or  more  headed 
by  an  aged  person. 

•  Less  than  50,000. 

•  Percent  not  shown  because  of  small  number  of  households. 

t  The  poverty  income  gap  is  the  amount  which  would  raise  money  income  of  all  poor  households  over  the 
poverty  threshold. 

•  Pruiminary. 

Note. — Poverty  is  defined  by  the  Social  Security  Administration  poverty-income  standard;  it  takes  into 
account  family  size,  composition,  and  place  of  residence.  Poverty-income  lines  are  adjusted  to  take  account 
of  price  changes  during  the  period. 

Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Sources;  Department  of  Commerce  and  Department  of  Health,  Education,  and  Welfare. 


to  the  poor  and  another  two-fifths  went  to  households  which  otherwise 
would  have  been  poor.  Other  programs,  such  as  Public  Assistance,  Food 
Stamps,  and  Commodity  Distribution,  provide  most  of  their  benefits  to  the 
poor.  Expenditures  under  these  programs  totaled  nearly  $7  billion  in  fiscal 
year  1966. 


Public  Assistance 

The  major  income  maintenance  program  aimed  directly  at  the  poor  is 
Public  Assistance.  In  many  respects,  this  program  still  reflects  conditions 
that  surrounded  its  adoption  in  the  depression  years  of  the  1930’s,  when 
President  Roosevelt  saw  one-third  of  the  Nation  as  economically  deprived. 
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At  that  time  it  was  designed  to  make  cash  payments  to  those  who  were  un¬ 
employable  and  unable  to  help  themselves  because  of  identifiable  family  or 
personal  characteristics,  including  old  age,  death  or  absence  of  the  bread¬ 
winner,  disability,  and  blindness.  But  the  program  has  never  been  adequate, 
and  with  the  Nation’s  growing  affluence  its  shortcomings  are  even  less 
tolerable. 

The  States  pay  41  percent  of  the  costs  of  Public  Assistance,  and  they  estab¬ 
lish  standards  of  eligibility.  In  response  to  general  financial  pressures, 
many  States  have  cut  costs  by  establishing  low  standards  of  need  and  im¬ 
posing  stringent  requirements  relating  to  length  of  residence,  other  income 
and  assets,  and  relatives’  responsibility.  Less  than  half  of  the  p>oor  fall  within 
the  Public  Assistance  categories;  as  a  result  of  State  eligibility  requirements, 
only  22  percent  actually  receive  any  help;  and  for  those  on  the  rolls  actual 
payments  typically  fall  far  below  need  even  as  defined  by  the  State  itself. 

One  of  the  Public  Assistance  programs.  Aid  to  Families  with  Dependent 
Children  (AFDC)  can  actually  promote  family  dissolution.  Because  it  ex¬ 
cludes  families  in  which  there  is  an  employed  (or  in  some  States,  employable) 
adult  male,  a  man  unable  to  provide  adequately  for  his  wife  and  children 
can  make  them  eligible  for  cash  payments  only  by  deserting  them.  The 
Unemployed  Parent  Program  under  AFDC,  introduced  in  1962  and  now  in 
operation  in  21  States,  therefore  represents  a  gratifying  step  toward  improv¬ 
ing  the  present  Public  Assistance  system. 

However,  other  problems  with  Public  Assistance  remain.  For  example, 
some  of  those  who  receive  aid  may  be  discouraged  from  helping  themselves. 
The  cash  payments  are  intended  for  those  with  no  earning  capacity  and 
are  curtailed  to  the  extent  that  recipients  have  earnings.  While  relatively 
few  recipients  of  Public  Assistance  can  work,  some  mothers  with  dep)endent 
school-age  children  and  most  fathers  under  the  Unemployed  Parent  pro¬ 
gram,  who  might  supplement  their  benefits  with  earnings,  are  discouraged 
from  making  the  effort  by  knowledge  that  their  assistance  payments  will  be 
reduced  one  dollar  for  every  dollar  of  earnings. 

The  President  is  proposing  important  amendments  to  the  Public  Assistance 
system  this  year.  They  would  require  each  State,  as  a  condition  for  Fed¬ 
eral  supp>ort,  to  make  assistance  payments  at  least  sufficient  to  bring  house¬ 
holds  up  to  the  needs  standards  which  the  State  has  established  and  to 
update  these  standards  as  conditions  change.  The  proposed  legislation 
would  also  alter  the  payment  formulas  to  encourage  self-sup|x>rt. 

The  categories  of  persons  eligible  for  aid  under  Public  Assistance  were  set 
up  in  the  1930’s.  At  that  time,  poverty  was  so  extensive  that  benefits  could 
be  provided  only  to  those  obviously  unable  to  support  themselves. 

But  these  categories  no  longer  seem  adequate  for  a  rich  and  prosperous 
society.  In  particular,  it  is  necessary  to  consider  the  plight  of  one  group  ex¬ 
cluded  from  virtually  all  existing  programs — the  4  million  poor  households 
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headed  by  an  able-bodied  male  under  65  who  is,  nevertheless,  an  inadequate 
breadwinner.  In  the  longer  run,  education,  training,  health  and  rehabilita¬ 
tion  services,  counseling,  employment  information,  and  other  supportive 
services  are  the  key  escape  routes  from  poverty  for  potential  full-time  workers 
with  currently  inadequate  earning  capacity.  In  the  interim,  ample  benefits 
to  families  with  children  have  particular  priority  because  they  can  help  to 
end  the  poverty  cycle  in  which  blighted  environment  denies  poor  children 
the  skills  and  the  attitudes  they  need  to  break  out  of  poverty  as  adults. 
Mothers  with  dep)endent  children  have  particular  needs  for  day-care  schools, 
family  management  education,  and  transportation.  Special  programs,  keyed 
to  special  problems,  can  reinforce  a  more  general  program  of  cash  payments 
based  on  need. 

TOWARD  IMPROVED  INCOME  MAINTENANCE  FOR  THE  POOR 

Ideally,  an  income  maintenance  system  should  provide  benefits  on  the 
basis  of  need,  without  degrading  means  tests,  while  preserving  incen¬ 
tives  for  self  help.  These  goals  could  be  achieved  through  broadening 
the  Public  Assistance  program  or  through  new  techniques,  such  as  a  mini¬ 
mum  income  allowance  or  negative  income  tax.  Much  public  atten¬ 
tion  recently  has  been  focused  on  methods  of  guaranteeing  a  minimum 
income,  perhaps  sufficient  to  eliminate  poverty  altogether. 

In  considering  these  or  any  other  new  approaches,  the  question  of  in¬ 
centives  has  to  be  faced  squarely.  The  poor  cannot  be  expected  to  work 
without  pay,  any  more  than  can  the  rich.  If  sufficient  cash  support  were 
oflFered  to  raise  each  poor  household’s  income  to  a  fixed  minimum,  such  as 
the  {X)verty  threshold,  then  recipients  would  have  no  incentive  to  obtain 
outside  earnings  up  to  the  level  of  the  income  guarantee.  Every  dollar 
earned  would  be  offset  by  a  dollar  of  cash  support  lost.  Indeed,  some 
persons  whose  incomes  were  only  slightly  above  the  poverty  threshold  might 
find  it  attractive  to  reduce  their  work  effort  and  to  receive  cash  benefits. 
Incentives  for  self  help  would  thus  be  dulled.  But  if  benefit  payments  were 
cut  back  by  only  a  fraction  of  any  additional  outside  earnings,  some  benefits 
would  be  paid  to  families  with  total  incomes  above  the  poverty  level,  increas¬ 
ing  the  cost.  There  is  an  abundance  of  assertion  and  anecdote  regarding  the 
impact  of  work  incentives  on  low-income  Americans,  but  little  real  knowl¬ 
edge.  TTie  Office  of  Biconomic  Opportunity  and  the  Department  of  Health, 
Education,  and  Welfare  are  each  planning  to  undertake  some  pilot  studies 
in  the  coming  year. 

SOCIAL  SECURITY 

Under  the  Social  Security  Act  of  1935  and  successive  amendments, 
spectacular  advances  have  been  made  toward  providing  all  Americans  with 
basic  social  insurance  protection  against  loss  of  income  due  to  old  age  and 
retirement,  long-term  disability,  and  joblessness.  Most  social  insurance 
programs  provide  protection  against  these  designated  risks  for  the  whole 
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p>opulation,  not  just  for  the  poor.  Old-Age  Insurance  under  the  Social 
Security  Act  is  the  basic  retirement  system  for  nearly  all  Americans.  It 
insures  many  Americans  against  the  risk  of  poverty  in  their  old  age: 
30  percent  of  the  aged  would  be  in  poverty  but  for  Social  Security.  Never¬ 
theless,  nearly  two-fifths  of  all  aged  remain  poor.  This  proportion  will 
decline  under  existing  law,  since  new  retirees  will  have  longer  and  higher 
wage  histories  which  will  entitle  them  to  greater  benefits. 

Further  liberalization  in  benefits — particularly  in  minimum  benefits — can 
hasten  the  day  when  all  Americans  will  be  assured,  upon  retirement,  of  a 
pension  adequate  to  prevent  poverty.  Americans  with  incomes  well  above 
poverty  levels  also  want  and  are  willing  to  pay  for  increasing  social  insurance 
protection.  Therefore,  the  President  is  proposing  a  substantial  liberalization 
of  retirement  benefits  under  Social  Security,  involving  an  increase  in  the 
minimum  benefit  from  the  present  $44  a  month  to  $70  a  month,  and  a  15 
p>ercent  increase  in  all  other  benefits  coupled  with  an  increase  in  the  earnings 
base.  Modernization  and  improvement  of  the  Federal-State  unemployment 
insurance  system  is  also  being  proposed,  in  which  extended  benefits  for  the 
long-term  unemployed  will  be  coupled  with  automatic  access  to  training 
and  retraining  and  other  rehabilitative  services. 

In  the  last  Congress,  important  amendments  to  the  Social  Security  Act 
were  enacted  to  provide  health  protection  for  the  aged  through  Medicare 
and  to  liberalize  Social  Security  benefits.  With  enactment  of  the  new  pro¬ 
posals,  retirement,  disability,  and  unemployment  will  have  been  transformed 
for  most  Americans  who  have  worked  from  risks  which  had  to  be  borne 
unaided  into  contingencies  against  which  a  substantial  measure  of  public 
protection  is  afforded. 

EDUCATION 

Outlays  for  education  have  been  rising  by  10^2  percent  a  year  for  the  last 
decade,  making  it  one  of  the  major  U.S.  growth  industries.  Direct  costs  for 
formal  schooling  in  the  current  school  year  will  total  $49  billion  (Table  21 ) , 
nearly  6J4  percent  of  GNP. 

Education  in  the  United  States  is  both  a  public  and  a  private  undertaking. 
About  three-fourths  of  the  costs  of  education  are  paid  through  government 
budgets;  tuition,  endowments,  and  earnings  of  private  institutions  meet  the 
remainder  of  the  bill.  The  Federal  Government  has  long  played  a  role  in 
certain  phases  of  education  and  has  recently  taken  new  large  steps.  Still, 
the  bulk  of  public  costs  are  borne  by  State  and  local  governments. 

VALUE  OF  EDUCATION 

Education  provides  benefits  both  for  the  person  receiving  it  and  for 
society  at  large.  For  the  individual,  education  produces  both  quantifiable 
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Table  21. — Costs  of  formal  education,  1966-67 


(Billions  of  dollars] 


Item 

Total 

Elementary 

and 

secondary 

education 

Higher 

education 

Direct  outlays . 

48.8 

32.0 

16.8 

Student  tuition  and  fees . 

3.6 

.9 

2.7 

State  governments . 

14.7 

10.7 

4.0 

15.7 

15.3 

.4 

6.1 

2.3 

3.8 

Endowment,  charity,  and  earnings  of  institutions . 

8.7 

2.8 

5.9 

Indirect  costs:  Forgone  student  earnings  • . 

20  to  30 

8  to  12 

12  to  18 

I  Assuming  75  to  85  percent  of  students  16  years  and  oyer  could  find  empoyment  at  from  $1,000  to  $4,500 
per  annum  depending  on  age  and  previous  amount  of  schooling. 

Note.— Includes  current  and  capital  costs  of  public  and  private  schools;  excludes  such  items  as  on-the- 
Job  training  and  other  education  outside  the  school.  Data  are  estimates  for  school  year  1966-67. 

Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Sources;  Department  of  Health,  Education,  and  Welfare  and  Council  of  Economic  Advisers. 


benefits,  such  as  the  chance  for  a  higher  paying  job,  and  intangible  rewards, 
such  as  the  ability  to  live  a  fuller  life  in  every  sense.  Some  of  these  benefits 
are  private  consumption;  others  are  “investment  in  human  capital”  which, 
like  investments  in  machinery  or  plant,  yield  profits  over  a  period  of  years. 


Increase  in  Earning  Power 

Many  studies  show  that  the  quantity  of  education  a  person  has  received 
and  his  earning  power  are  closely  correlated.  Of  course,  family  income 
and  family  connections,  and  place  of  birth  or  residence — to  say  nothing  of 
native  ability  and  motivation — all  tend  to  result  in  both  higher  educational 
attainment  and  higher  income.  However,  even  after  taking  account  of 
such  factors,  a  dramatic  story  of  the  net  contribution  of  additional  schooling 


Table  22. — Earnings  of  males,  by  years  of  school  completed  and  other  characteristics, 

7959" 


Age  group  by  years  of  school  completed 

White  males 

Nonwhite  males 

North 

South 

North 

South 

27-37  years  of  age: 

■M 

0-4  years . 

$2,361 

$3,090 

$1,717 

8  years . 

3,632 

2,746 

2,017 

12  years . 

4,782 

3,618 

2,309 

3,155 

16  years . 

6,554 

4,229 

42-52  years  of  age: 

OA  years . 

2,737 

2,839 

1,800 

8  years . 

4,928 

3,895 

3,469 

2,199 

12'  years . 

6,257 

5,733 

4,220 

2,788 

16  years . 

9,975 

9,006 

4,477 

3,289 

>  Unweighted  average  of  the  earnings  of  single-age  groups  of  27, 32,  and  37  years  of  age  and  42,  47,  and  52 
years  of  age,  respectively. 

In  computing  the  earnings,  the  following  variables  were  held  constant:  rural  or  urban  origin,  size  of  family, 
marital  status,  5-year  residence  in  one  State  or  not,  and  foreign  or  domestic  bom  parents. 

Source:  Calculated  by  Council  of  Economic  Advisers  from  tables  in  Qiora  Hanoch,  Pertonal  Earnings 
and  InrestmerU  in  SdroMing,  an  unpublished  Ph.  D.  dissertation.  University  of  Chicago,  December  1965. 
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to  earnings  emerges.  Table  22  records  some  of  the  results  of  a  study  of  the 
income  and  education  of  34,180  employed  males,  classified  according  to 
a  variety  of  personal  characteristics.  It  shows,  for  example,  that  in  1959  a 
white,  male,  high  school  graduate  living  in  the  North  (aged  42  to  52)  earned 
27  percent  more  than  an  elementary  school  graduate  whose  other  measured 
characteristics  were  identical,  and  a  college  graduate  earned  59  percent 
more  than  a  high  school  graduate. 

Social  Benefits 

Some  scholars  have  used  evidence  on  private  returns  from  education  to 
estimate  the  returns  on  investments  in  education  for  the  society  as  a  whole. 
Some  studies  suggest  that  more  than  one-fifth  of  economic  growth  in  the 
United  States  during  the  last  three  or  four  decades  is  attributable  to  increases 
in  the  average  educational  attainment  of  the  labor  force,  with  perhaps  an¬ 
other  one-fifth  attributable  to  the  general  advance  of  knowledge. 

But  many  qualifications  are  required  in  any  attempt  to  estimate  the  re¬ 
turns  to  society  from  the  benefits  to  individuals  who  receive  education. 
For  example,  employers  often  use  educational  achievement  as  a  kind  of  intel¬ 
ligence  or  ability  test  in  selecting  employees — as  a  “ticket  of  admission” 
to  better  paying  jobs.  To  this  extent,  education  tends  to  yield  higher  re¬ 
turns  to  the  individual  than  to  society. 

On  the  other  hand,  education  yields  substantial  external  benefits  which 
will  not  show  up  explicitly  in  the  incomes  of  the  educated.  Our  economy 
and  our  society  are  built  on  the  assumption  of  virtually  universal  literacy, 
which  permits  information  to  be  transmitted  immediately  and  directly 
to  everyone.  Well-educated  workers  are  more  adaptable  to  changing  eco¬ 
nomic  conditions.  Education  can  help  to  reduce  antisocial  and  criminal 
behavior.  It  is  essential  for  p>olitical  democracy. 

Education  and  the  Disadvantaged 

In  the  absence  of  public  expenditures  to  provide  schooling  at  reduced 
prices  to  all  persons,  education — like  other  commodities — would  be  pur¬ 
chased  in  largest  quantities  by  the  well-to-do.  Since  education  in  turn 
raises  the  capacity  to  earn,  this  would  tend  to  jjerpetuate  and  aggravate 
income  inequality.  Poverty  would  run  through  generations  in  a 
vicious  circle.  The  importance  of  education  as  a  qualification  for  well¬ 
paying  jobs  and  the  recognition  that  all  Americans  must  be  provided  with 
the  opportunity  to  join  the  economic  mainstream  together  emphasize  the 
responsibility  of  governments  to  help  finance  education. 

Many  of  the  underprivileged,  particularly  members  of  ethnic  and  racial 
minorities,  have  received  less  than  their  share  of  education.  Measured  by 
average  years  of  schooling  completed,  nonwhites  are  today  about  where 
the  white  population  was  at  least  two  decades  ago.  Some  of  the  gaps 
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are  being  reduced  or  even  eliminated  (Chart  13).  Nearly  all  whites  and 
nonwhites  now  complete  elementary  school,  but  the  gap  in  high  school 
completion  rates  remains  large  even  among  the  20-24  year  old  group. 
Moreover,  nonwhites  often  receive  not  only  less,  but  also  poorer,  formal 
education.  Also,  education  acquired  in  pre-school  years  and  outside  the 
school  is  impaired  when  parents  and  companions  suffer  from  educational 
gaps.  Hence,  far  larger  efforts  for  the  educationally  disadvantaged  are 
necessary  to  bring  about  true  equality  of  educational  opportunity. 

It  was  in  lecognition  of  the  national  importance  of  education  that  the 
Federal  Government  undertook  a  major  new  initiative  with  the  Elementary 
and  Secondary  Education  Act  of  1965,  which  provides  hnancial  help  on  the 
basis  of  the  number  of  children  from  low-income  families.  Under  this 
Act,  the  Federal  Government  is  spending  $1.2  billion  in  support  of  ele¬ 
mentary  and  secondary  education  in  the  current  fiscal  year,  tripling  the 
support  it  provided  only  2  years  ago.  The  “Head  Start”  program  has 
demonstrated  great  capacity  for  benefiting  disadvantaged,  pre-school  chil¬ 
dren.  The  Administration  is  therefore  proposing  that  the  benefits  of  this 
program  be  extended  by  providing  a  follow-up  program  in  the  early  ele¬ 
mentary  grades. 

TRENDS  IN  DEMAND  AND  COSTS 

Between  1956  and  1%6,  enrollment  in  full-time  elementary  and  secondary 
day  schools  in  the  United  States  increased  by  33  percent,  from  37.2  mil¬ 
lion  to  49.7  million.  This  sharp  increase  is  attributable  to  the  pK>stwar  spurt 
in  birth  rates  and  to  greater  school  attendance  by  teenagers.  Because 
roughly  half  of  high  school  graduates  continued  on  to  college  while  the 
number  of  students  graduating  from  high  school  rose  sharply,  college  and 
university  enrollment  doubled  from  2.9  million  in  1956  to  6.0  million  in  1966. 

In  the  next  decade,  elementary  and  secondary  school  enrollments  will  in¬ 
crease  only  about  one-fourth  as  much  as  in  the  past  decade.  Demand  for 
college  education,  on  the  other  hand,  is  expected  to  continue  increasing  rap¬ 
idly,  as  the  prop>ortion  of  youths  completing  high  school  rises  and  as  some¬ 
what  more  than  half  of  high  school  graduates  go  to  college.  Projections 
for  the  future  also  p>oint  to  a  continued  very  rapid  rise  in  the  fraction  of  labor 
force  entrants  with  a  college  education,  which  could  reduce  the  returns 
from  higher  education. 

Outlays  p)er  student-year  of  formal  education  at  all  levels  have  risen  by 
nearly  90  percent  during  the  past  decade.  The  increase  may  reflect,  in 
part,  improvements  in  the  quality  of  education,  but  it  also  reflects  higher 
costs  of  education.  A  major  factor  in  the  increase  in  costs  has  been  the 
dramatic  rise  in  professional  salaries  at  ail  levels,  as  increased  demand  for 
teachers  outran  the  growth  of  siqaply,  especially  since  entry  requirements 
for  teachers  were  raised  in  many  areas.  Salaries  rose  substantially  faster 
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*  BASED  ON  AVERAGES  OE  MARCH  DATA,  19<4-M. 
SOURCE.  DEPARTMENT  OF  COMMERCE. 
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than  wages  generally,  and,  in  response,  an  unusually  large  number  of  former 
elementary  and  secondary  teachers  returned  to  the  classroom. 

Enrollments  are  expected  to  rise  less  rapidly  over  the  next  decade  than 
the  number  of  college  graduates  available  to  teach  in  elementary  and  sec¬ 
ondary  schools  or  than  the  number  with  advanced  degrees  available  to 
teach  in  colleges  and  universities.  However,  it  may  take  special  efforts  to 
meet  acute  present  shortages  of  teachers  with  specialized  skills,  such  as 
nursery  school  instructors,  teachers  of  remedial  reading,  and  teachers  of  the 
emotionally  handicapped.  In  the  recently  initiated  Teacher  Corps,  the 
Federal  Government  helps  to  support  teams  of  specialized  teachers  who  work 
in  slum  areas  at  the  request  of  the  city.  The  expansion  of  special  programs  for 
the  disadvantaged  will  require  a  major  increase  in  the  supply  of  teachers  in 
these  specialties. 

New  Methods 

Learning  can  be  improved  and  the  costs  of  education  lowered  by  a 
variety  of  changes  in  techniques  and  technology:  new  curricula  and  methods 
of  instruction  including  team  teaching,  more  job  specific  and  employment 
oriented  curricula;  upgraded  and  more  flexible  school  systems;  greater  ap¬ 
plication  of  learning  theory;  incentive  pay  systems;  full  utilization  of  physi¬ 
cal  plant,  especially  during  nights  and  summers;  and  use  of  subprofession¬ 
al  aides  to  economize  on  professional  time.  The  Joint  Economic  Conunit- 
tee  last  year  surveyed  professional  opinion  on  these  and  other  technological 
developments.  Educational  television,  teaching  machines,  computerized 
education,  and  programmed  learning  promise  future  educational  break¬ 
throughs — perhaps  more  quality  improvement  than  cost  reduction  for  some 
time.  Many  of  the  newer  techniques  remain  to  be  tested  in  practice,  and 
further  research  is  required. 

Forgone  Earnings  as  a  Cost 

From  the  private  point  of  view,  forgone  earnings  (the  sacrifice  of  oppor¬ 
tunity  to  work  full-time)  are  a  significant  part  of  the  costs  of  secondary  and, 
particularly,  of  higher  education.  Many  p>otential  students  forgo  educa¬ 
tion  because  they  are  unwilling  or  unable  to  defer  careers,  marriage,  and 
present  earnings.  But  society  can  afford  to  wait  for  the  returns  more 
patiently  than  many  of  the  young,  especially  the  poor.  Thus,  the  private 
costs  of  forgone  earnings  may  exceed  the  social  costs,  thereby  creating  a 
deficiency  of  demand  from  a  social  point  of  view. 

College  students  could  afford  to  wait  more  readily  for  future  earnings  if  in¬ 
vestment  in  human  capital  could  be  financed  as  other  forms  of  investment  are 
financed,  by  borrowing  against  future  earnings.  In  particular,  students  en¬ 
counter  problems  of  raising  sufficient  funds  without  jcollateral.  To  fill  gaps 
in  private  financial  markets,  a  number  of  Federal  and!  State  student  loan  pro- 
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grams  have  been  initiated  since  1958.  A  guaranteed  student  loan  prt^am 
relying  on  private  bank  participation  was  provided  in  the  Higher  Education 
Act  of  1965,  but  its  launching  was  slow,  partly  because  of  the  tig^t  money 
conditions  of  1%6.  Additional  steps  are  underway  to  strengthen  and  ex¬ 
pand  this  program.  However,  proposals  for  new  financing  techniques  over 
the  longer  run  need  and  deserve  careful  exploration.  Some  interesting 
proposals  would  provide  for  student  loans  with  repayment  scaled  to  the 
borrower’s  earnings  after  graduation. 

Over  the  next  decade  education  will  claim  an  increasing  share  of  our  grow¬ 
ing  incomes  in  a  number  of  ways.  First,  throughout  the  society,  average 
educational  attainment  is  likely  to  increase.  Second,  significant  efforts  will 
be  made  to  improve  the  content  and  quality  of  education.  Finally,  society 
will  endeavor  to  assure  that  those  disadvantaged  groups  now  receiving  edu¬ 
cation  of  below  average  quality  and  quantity  should  have  full  access  to  educa¬ 
tional  opportunities.  The  distribution  of  responsibility  between  the  public 
and  private  sectors  varies  among  these  areas.  Private  choices  will  largely 
determine  the  increases  in  average  educational  attainment,  mainly  through 
greater  enrollments  in  colleges.  Both  private  and  public  efforts  will  be 
required  to  improve  quality.  The  achievement  of  equality  in  educational 
opportunity  will  be  a  top  priority  public  responsibility. 

HEALTH  CARE 

Americans  are  demanding,  receiving,  and  paying  for  more  and  better 
medical  care  every  year,  both  as  consumers  and  as  taxpayers.  Despite  rising 
costs,  the  Nation  is  demanding  for  everyone — whether  he  can  personally 
afford  the  costs  or  not — medical  services  which  a  few  decades  ago  were 
available  only  for  the  well-to-do. 

Health  care  has  become  one  of  the  largest  industries  in  the  United  States. 
It  employs  over  3  million  people,  more  than  do  the  steel,  automobile,  and  air¬ 
craft  manufacturing  industries  combined.  In  1965,  total  expenditures  for 
health  services,  medical  research,  and  new  facilities  totaled  $40.8  billion, 
about  6  percent  of  GNP  (Table  23) .  Public  expenditures  account  for  one- 

Table  23. — The  Nation’s  health  budget,  1965 


(BiUkma  of  dollars] 


Expenditure  category 

Total 
expendi¬ 
tures  > 

C<m- 

sumers 

Federal 

Govern¬ 

ment 

State  and 
local 
govern¬ 
ments 

Philan¬ 

thropy 

and 

other 

Total  expenditures . 

40.8 

28.1 

2.5 

Hospital  and  nursing  home  care. . . 

14.7 

8.9 

.3 

Services  of  physicians,  dentists,  and  other  pro- 

fessionals . 

12.7 

12.0 

(») 

Drugs  and  eyeglasses,  and  appliances . . 

S.8 

l.A 

.2 

1.3 

All  other . 

1  3.8 

1.3 

1  1-2 

1  -81 

.6 

■  Direct  outlays  for  health  care,  Including  net  cost  of  medical  insurance.  Excludes  indirect  costs  of  ill¬ 
ness,  such  as  income  tost  through  illness. 

>  Less  than  SSO  million. 

Non.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Source:  Department  of  Health,  Education,  and  Welfare. 
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fourth  of  the  total  health  budget  of  the  Nation,  just  the  reverse  of  the 
situation  in  education. 

The  methods  by  which  health  care  is  produced,  distributed,  and  financed 
have  been  changing  rapidly.  Home  visits  by  physicians  have  become  un¬ 
usual.  The  total  number  of  doctors  has  changed  little,  but  the  number  of 
specialists  is  increasing  while  that  of  general  practitioners  is  falling.  More 
services  are  being  dispensed  through  hospitals,  where  specialists  are  aided  by 
elaborate  equipment  and  auxiliary  health  technicians.  Group  practice  is 
becoming  more  common  and  medical  insurance  more  important.  These 
changes  will  continue  and  will  influence  the  quality  and  cost  of  medical 
care  in  the  coming  decade. 

DEMAND  FOR  MEDICAL  CARE 

Health  research  and  the  control  of  contagious  disease  are  prime  examples 
of  public  goods  which  would  not  be  produced  in  adequate  amounts  with¬ 
out  Government  subsidy.  Health  care  outlays  which  increase  the  Nation’s 
productivity  are  investments  in  human  capital — like  outlays  for  education. 
But  the  major  part  of  health  care  is  a  consumption  item,  reflecting  the  value 

Chart  14 


Age  Adjusted  Death  Rates 


RATE  PER  1,000  POPULATION 


NOTE.-AGE  ADJUSTED  DEATH  RATES  ARE  RATES  BY  AGE,  WEIGHTED  BY  THE  1940  AGE  DISTRIBUTION 
OF  THE  POPULATION.  THE  NUMBER  OF  STATES  COVERED  INCREASED  FROM  10  STATES  AND 
THE  DISTRICT  OF  COLUMBIA  IN  1900  TO  THE  ENTIRE  UNITED  STATES  IN  1933. 

.  SOURCE;  DEPARTMENT  OF  HEALTH,  EDUCATION,  AND  WELFARE. 
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which  individuals  place  on  their  own  and  others’  comfort  and,  indeed,  on  life 
itself.  Like  food,  clothing,  and  shelter,  some  medical  care  is  a  necessity. 
But  the  notion  of  what  is  necessary  changes  as  society  becomes  increasingly 
wealthy  and  technologically  advanced.  Medical  research  generates  new 
cures  or  treatments  of  illnesses  previously  considered  incurable,  and  this 
adds  further  to  demands.  And  habits  such  as  cigarette  smoking,  increased 
use  of  automobiles  and  pesticides,  and  growing  urbanization  and  industriali¬ 
zation  have  aggravated  various  health  hazards. 

American  p>erformance  in  medical  research  has  been  outstanding.  But 
the  spread  of  knowledge  and  best  practices  has  been  slow  and  sp>otty.  The 
health  care  of  sizable  groups  of  Americans  lags  seriously  behind  that  of  the 
majority.  For  example,  the  average  life  of  nonwhites  is  7  years  shorter  than 
that  of  whites;  a  newborn  nonwhite  child  is  nearly  twice  as  likely  to  die 
in  its  first  year  as  a  newborn  white  child;  and  maternal  mortality  is  four 
times  as  high  for  nonwhites  as  for  whites.  There  are  also  important  dis¬ 
parities  among  areas  and  regions.  Low-income  States  have  fewer  doctors 
and  nurses  than  high-income  States.  Infant  mortality  in  Mississippi  is  twice 
that  in  Massachusetts.  The  poor  and  especially  jjoor  children  receive  less 
health  care  than  other  Americans  (Table  24). 


Table  24. — Physician  and  dental  visits  per  year,  by  age  and  family  income,  1963-64 


Fsmily  Income 

Physician  visits  per  year  by  age  group 

Dental 

Under  15 
years 

15-64  years 

65  years 
and  over 

visits 
per  year 

Under  $2,000 . 

zo 

4.5 

6.1 

0.8 

$2,000-$3,996 . . . 

3.0 

4.4 

6.7 

.9 

$4,000-16,999 . 

3.8 

4.7 

7.0 

1.4 

$7,000  and  over . 

4.5 

4.9 

7.3 

2.3 

Note.— Data  are  baaed  on  houaehold  Interviews  during  the  period  July  1963  to  June  1964. 
Source;  Department  of  Health,  Education,  and  Welfore. 


Although  U.S.  health  expenditures  have  risen  steeply,  mortality  rates, 
which  fell  sharply  in  the  first  half  of  the  century,  did  not  decline  significantly 
during  the  last  decade  (Chart  14).  Moreover,  our  record  with  resjject  to 
life  expiectancy  and  infant  and  maternal  mortality  lags  behind  that  of  other 
advanced  countries,  which  have  lower  average  incomes. 

Expansion  of  Insurance 

The  expansion  of  medical  insurance  coverage  has  had  a  major  impact  on 
the  demand  for  medical  services.  About  81  piercent  of  the  population  under 
65  has  some  private  hospital  insurance  coverage  today,  and  76  percent  some 
surgical  coverage,  compared  with  9  percent  of  the  population  in  1940.  In 
1965,  about  $8.7  billion — nearly  one-third  of  consumer  outlays  for  health — 


was  reimbursed  by  private  medical  insurance.  However,  most  of  the  poor 
and  many  of  the  aged  remained  completely  unprotected  until  last  year. 

Legislation  enacted  in  1965  closed  the  biggest  remaining  gaps.  With  the 
enactment  of  Medicare,  practically  all  of  the  aged  now  have  hospital  insur¬ 
ance,  and  about  94  percent  have  insurance  covering  part  of  the  cost  of  doc¬ 
tors’  and  other  bills.  Under  the  same  legislation,  medical  payments  under 
Public  Assistance  are  to  be  replaced  by  1970  with  new  State  programs  of 
medical  assistance  for  the  poor  under  Medicaid. 

COST  FACTORS 

The  costs  of  medical  care,  which  have  been  rising  about  twice  as  rapidly 
as  average  consumer  prices  over  the  past  decade,  jumped  6^2  percent  during 
1966.  The  most  rapid  increases  have  been  in  hospital  rates  and,  more 
recently,  in  doctors’  fees.  Prices  of  drugs  and  medicines  have  not  risen  in 
recent  years.  But  neither  have  they  been  reduced. 

The  shift  to  hospital  treatment,  the  increasing  use  of  outpatient  and  emer¬ 
gency  facilities,  and  the  spread  of  group  practice  have  enabled  physicians 
to  use  their  time  more  efficiently.  Prepaid  medical  care  encourages  early 
diagnosis  and  prompt  treatment,  which  can  save  both  money  and  lives.  New 
drugs  and  medical  practices,  which  shorten  hospital  stays,  have  partly  offset 
the  increases  in  costs  per  hospital  day.  But  hospital  rates  have  soared  as 
patients  have  received  more  professional  services,  more  laboratory  work, 
more  drugs,  more  treatment  by  increasingly  complex  and  costly  equip¬ 
ment.  In  many  areas,  duplication  of  expensive  and  seldom  used  equipment 
in  several  hospitals  has  contributed  to  rising  costs.  Labor  requirements  in 
hospitals  have  also  risen  sharply.  The  number  of  employees  per  patient  has 
almost  doubled  in  the  last  20  years.  Simultaneously,  the  wage  gap  between 
hospital  workers  and  employees  with  corresponding  skills  elsewhere  has 
narrowed  in  response  to  strong  demands  for  workers  in  health  occupations. 

PROSPECTS  FOR  THE  COMING  DECADE 

With  both  costs  and  demand  rising  strongly,  it  seems  likely  that  public 
and  private  health  expenditures,  which  rose  from  4^  percent  to  6  percent 
of  GNP  in  the  past  decade,  will  continue  to  command  an  increasing  share 
of  the  Nation’s  resources.  The  bulk  of  these  outlays  will  be  made  by  con¬ 
sumers,  as  they  have  been  in  the  past.  Public  expenditures  will  be  particu¬ 
larly  imp>ortant  to  break  supply  bottlenecks,  and  to  close  gaps  in  health 
care  associated  with  poverty. 

Actions  to  Improve  Health  Care 

A  serious  obstacle  to  the  improvement  of  health  care  is  the  shortage  of 
doctors,  nurses  and  other  professional  health  workers.  The  Public  Health 
Service  estimates  that  about  one-half  million  professional  and  subprofes¬ 
sional  health  workers  are  needed  to  bring  standards  throughout  the  country 
up  to  those  of  the  northeastern  region.  Several  recent  Federal  legislative 
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actions  have  been  designed  to  help  to  meet  the  growing  need.  The  Health 
Professions  Educational  Assistance  Act  of  1963  extended  grants  for  con¬ 
struction  of  medical  and  dental  training  facilities  and  initiated  programs  of 
student  loans.  Subsequent  legislation  expanded  the  scope  of  Federal  assist¬ 
ance  to  cover  the  training  of  nurses  and  subprofessional  health  personnel, 
and  added  scholarships,  assistance  for  school  operations,  and  traineeships 
for  teachers  in  the  health  professions.  Other  general  Federal  manpower 
programs  are  also  engaged  in  training  subprofessional  health  personnel. 
Last  year,  the  President  appointed  a  National  Commission  on  Health  Man¬ 
power,  due  to  report  this  June,  to  review  remaining  needs  and  to  recom¬ 
mend  further  remedies. 

These  new  directions  in  Federal  programs  are  a  much-needed  complement 
to  long-established  support  in  the  areas  of  research  and  construction.  Under 
the  Hill-Burton  Act,  enacted  in  1946,  more  than  $8.2  billion,  including 
$2.6  billion  of  Federal  funds,  have  been  earmarked  or  spent  for  construction 
or  modernization  of  hospitals  or  extended  care  facilities  with  a  capacity  of 
358,000  beds. 

Although  the  shortage  of  nursing  homes  and  other  facilities  for  the  aged 
is  acute  in  some  areas,  a  considerable  number  of  vacancies  exists  in  other 
areas.  The  development  of  needed  additional  centers  for  group  medical 
practice  will  be  assisted  by  legislation  enacted  in  1966  to  permit  Govern¬ 
ment  mortgage  insurance  for  group  practice  facilities. 

Considerable  private  and  public  effort  is  needed  to  hold  down  costs. 
Most  health  care  is  now  disp>ensed  either  in  a  physician’s  office  or  through 
hospitals.  Decreases  in  costs  are  possible  through  the  increased  use  of  clinic 
stations,  outpatient  facilities,  diagnostic  and  treatment  centers,  supervised 
home  care,  and  group  practice.  Careful  study  of  new  arrangements  to  make 
better  use  of  scarce  skills  and  facilities  must  be  followed  up  by  incentives  for 
more  efficient  ojjeration  and  distribution  of  health  services.  Hospital  cost 
accounting  and  average  cost  pricing  should  be  reexamined,  particularly  to 
assure  that  capital  costs  are  rationally  allocated  over  time  and  among  uses. 
It  is  essential  to  avoid  any  tendency  to  control  costs  less  carefully  as  a  result 
of  the  increasing  scale  of  insurance  and  prepayment. 

As  long  as  poverty  persists.  Federal,  State,  and  local  governments  have 
a  major  commitment  to  help  those  unable  to  purchase  their  own  care.  And 
programs  to  promote  the  training  of  health  jjersonnel,  supjxjrt  medical  re¬ 
search,  and  improve  health  care  systems  impose  particular  responsibilities 
on  governments  at  all  levels. 


CITIES 

Americans  have  been  flocking  to  urban  areas  since  the  Revolutionary 
War,  when  95  percent  of  them  earned  their  livelihood  on  the  farm.  Today, 
about  two-thirds  reside  in  metropolitan  areas,  roughly  half  in  central 
cities  and  half  in  suburbs.  Almost  all  the  growth  in  the  total  U.S.  popu- 
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lation  over  the  next  decade  will  be  in  metropolitan  areas  and,  as  in  the 
last  decade,  in  suburbs  rather  than  in  central  cities.  But  suburbanites  also 
have  a  major  stake  in  the  quality  of  central  cities,  since  they  continue  to  look 
to  the  city  for  jobs,  recreation,  and  culture. 

Throughout  history,  people  and  jobs  have  congregated  in  cities:  the  people 
came  in  search  of  jobs;  and  the  jobs  came  because  employers  found  benefits 
in  urban  location.  Firms  could  pool  costs  with  other  firms  and  share 
overhead  facilities.  Specialized  services  were  available  to  cater  to  the 
sporadic  and  unpredictable  demands  of  a  large  number  of  enterprises. 
Firms  could  locate  close  to  their  suppliers’  warehouses  and  could  count  on 
being  able  to  meet  unanticipated  requirements  on  very  short  notice,  thereby 
economizing  on  inventories.  It  was  highly  advantageous  to  locate  near 
ports  and  rail  hubs,  which  in  turn  became  virtually  the  center  of  the  city’s 
economic  organization. 

The  city  has  lost  some  of  its  economic  advantages,  however.  Many  of  the 
benefits  from  urban  location  arose  from  savings  in  transportation  and  com¬ 
munications  costs,  but  the  automobile  and  truck  have  drastically  reduced  the 
cost  advantage  of  the  central  city.  The  automobile  increased  congestion  on 
old  city  streets,  laid  out  for  other  transportation  modes,  and  simultaneously 
made  the  location  of  factories  and  warehouses  near  beltways  and  inter- 
urban  highway  connections  more  advantageous.  The  development  of  more 
efficient,  faster  communications  media  has  also  reduced  the  advantages  of 
central  city  locations,  especially  for  factories  and  goods-handling  enterprises. 

The  city  has  made  vital  contributions  to  economic  growth  in  the 
past,  and  can  continue  to  do  so  in  the  future.  But  the  city  needs  moderniza¬ 
tion  and  revitalization  to  become  a  more  pleasant  place  in  which  to  live  and 
work,  and  a  more  effective  contributor  to  economic  growth  and  productivity. 
Both  aspects  will  involve  private  investment  in  housing  and  in  plant  and 
equipment,  and  a  variety  of  public  actions  and  expenditures. 

ELEMENTS  OF  THE  URBAN  PROBLEM 

Despite  their  earlier  advantages  and  the  continued  preference  of  many 
Americans  for  urban  life,  cities  today  suffer  from  a  wide  range  of  economic, 
financial,  and  social  problems. 

Cities  have  become  congested  and  noisy.  Traffic  jams,  packed  subways 
and  buses,  and  crowded  airports  are  not  only  unpleasant  but  impose  real 
economic  costs  in  the  form  of  wasted  time,  reduced  efficiency,  and,  in  some 
cases,  personal  injury  and  property  damage.  Noise  causes  distraction  and 
discomfort.  Crime  and  delinquency  seem  to  be  increasing.  The  problems 
of  air  pollution  are  becoming  more  and  more  acute.  City  water  systems  have 
to  remove  increasing  amounts  of  chemicals  and  wastes.  Trash,  junk,  and 
dirt  make  life  in  cities  both  more  expensive  and  less  pleasant.  The  problems 
of  poverty  and  unemployment  among  the  young  and  disadvantaged  are  on 
occasion  brought  to  national  attention  through  mass  protest  or  social  unrest. 

It  is  true  that  important  progress  is  being  made.  Housing  is  better  than 
at  any  time  in  the  past;  communication  is  faster;  city  dwellers  are  healthier. 
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Table  25.— Characteristics  of  population  by  area 


1  Metropolitan  | 

Non- 

Characteristic 

All  areas 

Central 

cities 

Outside 

central 

cities 

metro¬ 

politan 

nonfarm 

Farm 

Population  (millions)  • . 

181.5 

58.3 

'  64.3 

57.1 

11.8 

Percent  of  population; 

Children  under  18  years  of  age  >. . 

36.4 

33.6 

37.6 

37.6 

38.7 

A  ged  (65  years  and  over) . 

9.4 

10.4 

7.3 

10.6 

9.9 

Nonwhite . 

11.8 

21.6 

4.4 

9.4 

12.4 

Poor » . 

17.1 

18.2 

9.6 

22.4 

26.5 

Median  family  income  (dollars) . 

6,569 

6,697 

7,772 

5.542 

3,558 

>  Excludes  inmates  of  institutions  and  all  members  of  the  armed  forces  except  those  living  off  post  or 
with  their  families  on  post.  Metropolitan  data  exclude  and  farm  data  include  the  relatively  few  farm.s 
within  Standard  Metropolitan  Statistical  Areas. 

>  Never  married  children  living  in  families. 

>  Poverty  is  defined  by  the  Social  Security  Administration  poverty-income  standard;  It  takes  into  ac¬ 
count  family  size,  composition,  and  place  of  residence. 

Note.— All  data  from  Current  Population  Survey,  March  1866,  except  median  income  from  March  1965 
Survey. 

Sources:  Department  of  Commerce  and  Department  of  Health,  Education,  and  Welfare. 

better  educated,  and  wealthier.  Incomes  in  cities  are  lower  than  in  suburbs 
but  higher  than  in  rural  areas  (Table  25) .  But  concern  about  cities  is  grow¬ 
ing  because  the  standards  of  all  Americans  are  rising  and  because  the  poor 
rightly  insist  on  sharing  access  to  the  bounty  that  most  Americans  enjoy. 
In  particular,  the  concentration  of  poverty  among  racial  and  linguistic  mi¬ 
norities  in  congested  areas  leads  to  a  problem  which  is  considerably  larger 
than  the  sum  of  its  parts.  ; 

Shifts  in  Jobs  and  Population 

As  industry  has  moved  to  the  suburbs,  so  have  job  opportunities.  In 
7  large  metropolitan  areas,  for  example,  975,000  new  jobs  became  avail¬ 
able  in  the  suburban  ring  in  the  period  1948-62,  while  the  central  cities 
of  the  same  metropolitan  areas  were  gaining  only  60,000  new  jobs.  The 
central  city  gains  were  all  in  finance,  insurance,  real  estate,  and  services. 
In  manufacturing,  the  7  central  cities  lost  150,000  jobs  while  their  suburban 
rings  gained  250,000. 

Throughout  the  19th  century  and  the  early  part  of  the  20th  century,  the 
growth  of  cities  was  spurred  by  immigration  from  abroad.  The  city  pro¬ 
vided  the  immigrant  with  his  basic  requirements  at  low  cost — neighbors  of 
similar  origin,  inexpiensive  housing  near  his  job,  schools,  health  services,  and 
convenient  shopping.  Since  the  1920’s  immigration  from  abroad  has  been 
replaced  by  migration  from  rural  areas.  With  flagging  demand  for  low- 
skilled  workers,  the  cities  have  been  relatively  less  successful  with  the  new 
migrants.  And  for  the  Negro  migrant  into  the  city,  racial  discrimination 
in  housing  and  inadequate  commuter  transportation  facilities  have  made  it 
difficult  to  follow  the  jobs  to  the  suburbs. 


Urban  Blight 

Meanwhile,  the  physical  plants  of  cities  have  been  aging  and  deteriorating. 
Because  the  very  heart  of  the  city  is  still  highly  attractive  to  many  kinds  of 
enterprises,  it  frequently  pays  to  tear  down  old  buildings  and  replace  them 
with  new  and  more  suitable  structures.  But,  outside  the  very  heart  of  the 
city,  private  demand  for  replacement  is  inadequate  to  bring  about  the 
renewal  of  the  large  nearby  “gray  areas”  of  housing  which  were  yesterday’s 
“suburbs”  and  are  today’s  slums.  Once  blight  begins,  natural  market  forces 
quicken  the  decay  over  a  large  area,  as  the  deterioration  of  neighborhoods 
weakens  incentives  for  any  one  landlord  to  maintain  the  condition  of  his 
property. 

Mismatch  Between  Costs  and  Benefits 

Urban  blight  is  only  one  example  of  how  external  effects  of  private  actions 
affect  the  modem  city.  The  man  who  drives  to  work  considers  that  the 
convenience  of  driving  his  own  car  outweighs  the  inconvenience  of  con¬ 
gestion.  But  his  reckoning  neglects  the  costs  he  imposes  on  other  com¬ 
muters  by  increasing  the  congestion  on  the  highway.  In  making  location 
decisions,  an  industrialist  will  not  necessarily  consider  the  pollution  of  air 
and  water  which  his  factory  causes.  Should  he  decide  to  leave  the  city, 
his  calculation  will  ignore  the  impact  of  his  departure  on  city  revenues  or 
the  local  rate  of  unemployment.  In  these  cases,  private  benefits  exceed 
private  costs;  but  because  costs  to  the  city,  or  even  to  society  at  large,  are 
not  adequately  considered  in  the  decision,  the  action  may  be  harmful. 

These  discrepancies  between  private  and  social  calculations  distort  choices 
among  alternatives  and  constitute  an  important  part  of  the  cities’  problems. 
All  too  often,  the  benefits  accrue  privately  while  the  costs  appear  in  a  city’s 
budget. 

City  Finances 

The  sheer  proximity  of  large  numbers  of  people  brings  special  problems 
and  costs  to  city  governments.  Cities  must  supply  services  to  commuters  as 
well  as  to  residents:  transportation,  clean  water,  opportunities  for  recrea¬ 
tion,  and,  perhaps  most  vital  of  all,  economic  opportunity.  The  city’s  in¬ 
habitants  demand  services  from  government  that  may  be  provided  privately, 
or  even  be  unnecessary,  in  the  countryside.  All  these  requirements  place 
heavy  burdens  on  public  finance  in  the  city.  Thus,  more  is  sjjent  for  govern¬ 
ment  in  cities  than  in  other  areas;  on  a  per  capita  basis,  medium-size  cities 
spend  more  than  small  ones,  and  large  cities  still  more  (Chart  15).  The 
relatively  high  per-capita  tax  base  in  cities  is  more  than  eaten  up  by  higher 
costs  and  oudays. 

On  the  revenue  side  of  the  ledger,  there  are  few  taxes  which  cities  can 
effectively  collect.  Heavy  property  taxes  can  drive  wealthier  homeowners 
into  the  suburbs.  When  applied  to  business  property,  such  taxes  can 
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Chgrt  15 

Municipal  Expenditures,  Per  Capita 


DOLLARS 


50  99  199  299  499  999  and  over 


CITY  POPUUTION  (THOUSANDS) 

jyPUBLIC  WELFARE,' EDUCATION,  HOSPITALS,  HEALTH,  LIBRARIES,  AND  HOUSING  AND  URBAN  RENEWAL 

JyPOLICE  AND  FIRE  PROTECTION,  FINANCIAL  ADMINISTRATION,  GENERAL  CONTROL,  GENERAL  PUBLIC 
BUILDINGS,  INTEREST  ON  GENERAL  DEBT,  AND  OTHER. 

J/HIGHWAYS,  SEWERAGE,  SANITATION,  PARKS  AND  RECREATION,  AND  UTILITIES. 

SOURCE:  DEPARTMENT  OF  COMMERCE. 

accelerate  the  loss  of  jobs.  Income  taxes  that  can  be  administered  by  a 
city  government  are  apt  to  be  crude  and  unprogressive  payroll  taxes.  And 
retail  sales  taxes  administered  by  cities  can  sometimes  be  evaded  on  large 
purchases. 

Finally,  the  historical  boundaries  of  the  city  government’s  jurisdiction 
have  become  increasingly  inadequate  for  planning,  financing  and  executing 
efficient  programs  and  policies  in  water  supply,  air  and  water  pollution 
abatement,  transportation,  and  many  other  fields. 

In  short,  too  many  cities  realize  the  worst  of  all  possible  worlds,  with 
strained  budgets,  inadequate  expenditures  for  public  services  ranging  from 
education  to  law  enforcement,  burdensome  property  taxes  which  spur  the 
exodus  of  wealthier  taxpayers  and  discourage  job-creating  business,  and 
partial,  excessively  costly  solutions  to  problems  that  extend  far  beyond  the 
city’s  jurisdiction  and  control. 

MEETING  THE  CITIES’  PROBLEMS 

Both  public  and  private  investment  will  be  required  on  a  large  scale  over 
the  next  decade  to  improve  the  quantity  and  quality  of  city  housing,  to 
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modernize  public  transportation,  and  to  upgrade  other  services  provided  by 
city  governments  to  their  residents.  But  money  is  by  no  means  the  only 
requirement. 

Eliminating  Racial  Discrimination 

The  removal  of  the  barriers  of  racial  discrimination  in  housing  and  jobs 
will  pay  large  returns  at  little  cost.  If  the  Negro  could  secure  the  kind 
of  housing  that  he  is  willing  and  able  to  pay  for  in  the  location  of  his  choice, 
and  if  he  could  compete  on  equal  terms  for  employment,  the  ordinary 
processes  of  the  market  would  lead  to  substantial  improvements  in  the 
housing  stock  and  would  eliminate  some  of  the  worst  manifestations  of 
poverty.  Racial  discrimination  imposes  lai^e  costs  on  the  city.  Un¬ 
employment  is  higher,  income  is  lower,  housing  conditions  poorer,  and 
welfare  budgets  larger  than  they  would  be  if  the  Negro  were  free  to  seek 
his  best  options.  To  begin  to  unlock  the  resources  of  the  city,  the  re¬ 
sources  of  individuals  must  be  unchained.  The  only  cost  entailed  will  be 
the  sacrifice  of  prejudices. 

The  human  resources  of  the  city  are  also  wasted  by  inadequate  train¬ 
ing  and  education  and  by  outmoded  public  transportation  systems.  The 
demand  for  unskilled  labor  is  rising  very  slowly,  and  jobs  of  all  descriptions 
are  increasingly  located  outside  the  city.  Training  and  education,  as  well  as 
better  public  transportation,  are  therefore  indispensable  in  bringing  enough 
jobs  within  reach  of  the  city’s  labor  force. 

Improvements  in  income  maintenance  programs,  discussed  earlier  in  this 
chapter,  are  especially  urgent  in  the  city,  where  the  physical  concentration 
of  poverty  magnifies  health,  welfare,  and  safety  hazards.  The  elimination 
of  racial  discrimination  in  jobs  and  housing,  the  alleviation  of  extreme 
poverty,  and  more  adequate  education  and  training  for  the  city’s  popula¬ 
tion  would,  in  combination,  gradually  cure  many  of  the  city’s  present  ills. 
But  some  ailments  require  more  than  this. 

Housing  and  Urban  Renewal 

Housing  is  a  key  additional  requirement.  It  has  been  estimated  that, 
for  the  Nation  as  a  whole,  about  2  million  housing  units  a  year  will  have  to 
be  built  over  the  next  decade  to  meet  p>opulation  growth  and  to  replace 
units  too  dilapidated  to  be  worth  repairing.  It  is  clear  that  most 
housing  will  be  built  either  in  cities  or  their  suburbs,  and  that  much 
replacement  building  will  be  in  the  central  cities  themselves.  Most  of  this 
new  construction  will  be  financed  privately,  as  it  is  now.  But  public  efforts 
will  also  be  needed  to  assist  the  poor — urban  and  rural — to  acquire  the 
housing  they  need. 

While  the  Federal  Government  has  been  assisting  local  highway  con¬ 
struction  and  urban  renewal  for  many  years  and  has  heljjed  to  remove 
many  unsightly  slums,  it  has  been  slow  in  aiding  those  displaced  by  some 
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of  the  projects.  After  the  demolition  of  unsatisfactory  housing,  the  poor 
have  sometimes  been  worse  off,  having  to  crowd  into  the  reduced  supply 
of  cheap  housing  still  available. 

Public  policies  for  housing  the  city’s  jxwr  have  advanced  through 
several  stages.  Newly  constructed  public  housing  has  been  made  available 
at  low  cost  to  those  with  incomes  below  a  fixed  level.  To  assure  that  only 
the  poor  occupy  such  housing,  families  are  required  to  vacate  if  their  incomes 
rise  substantially  and  if  there  is  other  good  housing  they  can  afford  in  the 
community.  This  tends  to  leave  in  public  housing  the  chronically  poor 
families,  least  able  to  help  themselves.  Moreover,  local  public  authorities 
have  had  difficulty  producing  an  adequate  number  of  housing  units  through 
this  approach. 

Rent  Supplements.  The  newly  adopted  Rent  Supplement  program  offers 
promise  of  increasing  the  supply  of  low-income  housing  by  tapping  private 
resources.  Under  this  program,  multifamily  housing  will  be  constructed 
and  operated  by  approved  nonprofit  or  limited  profit  private  sponsors. 
Subsidies  to  tenants  are  provided  for  the  difference  between  a  fair  market 
rental  of  such  apartments  and  25  percent  of  the  assisted  tenant’s  income. 
The  recipient  pays  more  of  his  rent  as  his  income  rises,  but  he  is  not  obliged 
to  move  out. 

Model  Cities.  Public  programs  for  renovating  the  cities  have  long  taken 
cognizance  of  the  fact  that  a  blighted  residential  area  cannot  effectively  be 
restored  one  house  at  a  time.  But  these  programs  have  not  often  been 
applied  to  the  full  area  for  which  integrated  advance  planning  is  required, 
and  have  not  included  a  full  range  of  public  services  which  must  be  coordi¬ 
nated  in  an  effective  area-wide  attack.  The  Model  Cities  legislation, 
enacted  last  year,  was  drafted  in  recognition  of  the  need  for  an  integrated 
assault  on  urban  blight.  It  provides  for  the  coordinated  use  of  already 
existing  Federal  grant  and  loan  programs — for  planning,  housing,  water 
and  sewers,  health  and  social  services,  education  and  training,  and  employ¬ 
ment  services — and  perhaps  even  more  important,  it  pays  for  part  of  the 
cost  of  locally  designed  and  administered  programs  in  the  demonstration 
area  which  are  not  covered  by  other  programs.  As  funding  increases,  it 
will  become  a  major  forward  step  in  a  cooperative  Federal-local  coordinated 
effort  toward  urban  renovation. 

Community  Action  Programs.  Solution  of  the  problem  of  poverty,  like 
that  of  urban  blight,  requires  a  coordinated  attack.  Esjjecially  in  cities,  the 
interaction  of  people  and  the  interrelations  among  such  problems  as  low 
incomes,  lack  of  education,  substandard  housing,  and  ill  health  mean  that 
a  piecemeal  approach  is  inadequate.  More  than  1,000  Conununity  Action 
Agencies  supported  by  the  Office  of  Economic  Opportunity,  now  provide 
this  coordination,  bringing  together  needy  clients  and  available  services. 
Neighborhood  centers  are  serving  as  a  vehicle  for  decentralizing  and  im- 
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proving  the  delivery  of  social  services  to  disadvantaged  people.  The  Ad¬ 
ministration  is  requesting  that  funds  be  provided  to  increase  the  services 
which  can  be  made  available  in  rural  areas  as  well  as  in  cities. 

Cost  Reduction.  Opportunities  to  reduce  the  cost  of  housing  improve¬ 
ments  must  be  sought  and  pursued.  -The  high  cost  of  construction  labor 
puts  a  premium  on  the  use  of  labor-saving  devices.  But  institutional  barriers 
to  the  introduction  of  new  techniques  must  be  overcome.  More  needs  to 
be  done  in  research  and  experimentation  leading  to  the  development  and 
perfection  of  new  techniques.  And  new  ways  must  be  sought  to  use  public 
funds  to  harness  private  initiative  and  private  resources. 

Pricing  Policies 

Finally,  the  potential  efficiency  of  the  market  should  be  recognized  in  all 
areas  of  city  life.  Transportation  is  a  notable  case  where  the  logic  of  the 
price  system  is  often  violated.  Bridge  and  tunnel  tolls  typically  remain  the 
same  whether  the  road  is  jammed  or  empty.  If  polluters  were  forced  to 
bear  the  costs  imposed  by  their  actions,  the  quantity  of  pollution  would 
be  substantially  reduced.  Subsidized  airport  landing  fees  may  encourage 
excessive  private  use  of  crowded  facilities.  The  pricing  of  public  trans¬ 
portation  often  fails  to  take  into  account  the  external  benefits  arising  from 
decongestion  of  hi^ways.  Similiarly,  more  rational  pricing  systems  for 
water  and  sewer  service  in  many  of  our  cities  could  both  increase  efficiency 
in  the  use  of  existing  capacities  and  reduce  the  planning  and  financial 
burdens  of  city  governments. 

Summary 

The  fundamental  challenge  to  the  city  is  to  achieve  an  orderly  transition 
to  a  new  pattern  of  land  use  which  reflects  the  new  requirements  of  in¬ 
dustry  and  p)eople.  All  of  its  policies  (zoning,  taxation,  transp>ortation) 
and  all  of  its  investments  (in  housing,  public  buildings,  and  education) 
must  be  geared  to  encourage  the  emei^ence  of  the  new  patterns.  This  is 
essentially  what  is  meant  by  comprehensive  planning,  and  it  is  the  kind  of 
objective  which  is  sought  in  the  Model  Cities  program  and  planned  metro¬ 
politan  development  incentive  grants.  The  recently  established  National 
Commission  on  Codes,  Zoning,  Taxation  and  Development  Standards  will 
explore  ways  by  which  cities  can  undertake  creative  change. 

The  cost  of  dealing  with  the  overwhelming  problems  of  poverty,  housing, 
physical  and  human  renewal  exceeds  the  revenue  potential  of  many  cities. 
If  each  city  were  required  to  achieve  a  financial  balance  within  its  own 
borders,  it  would  be  forced  to  neglect  some  of  the  most  pressing  social  prob¬ 
lems  of  our  time.  There  is  no  escapo  from  the  conclusion  that  the  Federal 
Government  must  continue  to  provide  a  share  of.  the  resources  cities  need  to 
remain  engines  of  economic  and  social  progress. 


FEDERAL,  STATE,  AND  LOCAL  FISCAL  RELATIONS 


Since  World  War  II,  State  and  local  expenditures  have  been  growing  far 
more  rapidly  than  Federal  outlays.  To  finance  their  budgets,  these  gov¬ 
ernments  have  increased  tax  rates  and  assessments  frequently ;  yet  State  and 
local  debt  has  increased  sevenfold.  Over  the  same  period.  Federal  receipts 
have  generally  kept  pace  with  expenditures  in  peacetime,  despite  reductions 
in  tax  rates;  and  the  net  Federal  debt  has  risen  only  one-fifth,  falling  sharply 
in  relation  to  GNP. 

The  problem  of  matching  revenues  with  expenditure  responsibilities 
is  a  never-ending  one  in  our  Federal  system.  Partly  by  historical  accident, 
the  Federal  Government  has  developed  the  best  source  of  revenue,  namely 
the  income  tax.  But  increasing  urbanization  and  other  factors  have  swelled 
the  demand  for  public  services  which  are  regarded  as  primarily  the  respon¬ 
sibility  of  State  and  local  governments — both  by  tradition  and  by  the  prefer¬ 
ence  of  the  American  people  for  keeping  government  as  close  to  home  as 
possible. 

TAXATION 

The  Federal  Government  obtains  two-thirds  of  its  revenues  from  taxes  on 
personal  and  business  incomes.  Despite  its  imperfections,  the  Federal 
individual  income  tax  is  one  of  the  best  taxes  ever  devised.  By  taxing  larger 
incomes  at  higher  rates,  it  squares  with  the  American  notion  of  equity.  Its 
revenue  yield  rises  strongly  as  the  economy  grows.  It  serves  as  a  built-in 
stabilizer  by  varying  with  economic  fluctuations.  By  comparison  with 
other  taxes,  it  interferes  least  with  job  choices  and  exp)enditure  decisions. 

The  States  rely  principally  on  sales  and  excise  taxes,  and  local  govern¬ 
ments  on  property  taxes.  Broad-based  personal  income  taxes,  now  levied 
by  33  States,  were  enacted  in  most  cases  before  the  Federal  Government 
began  to  draw  heavily  on  this  source  in  World  War  II.  A  small  number  of 
cities  use  “income”  taxes — usually  in  the  form  of  payroll  levies.  Tables 
26  and  27  show  the  relative  importance  of  different  sources  of  revenue 
and  of  expenditure  requirements  in  1965. 

Sales  and  property  taxes  are  regressive.  A  poor  family  pays  a  substantial 
sales  tax  in  most  States  even  if  it  owes  nothing  under  the  Federal  income 
tax.  Sales  taxes  also  discriminate  among  taxpayers  in  similar  economic 
circumstances.  Families  with  the  same  incomes  but  different  patterns  of 
consumption  may  pay  different  amounts;  and  large  families  may  bear  a 
relatively  heavier  burden  than  small  families.  Moreover,  the  yield  of 
sales  taxes  is  less  responsive  than  that  of  income  taxes  to  economic  growth. 
Property  taxes.  Which  are  the  major  source  of  financing  for  education,  are 
especially  objectionable  to  homeowners  who  have  no  children  and  cause 
hardships  for  those  who  own  their  own  homes  but  have  relatively  low  cur¬ 
rent  incomes.  They  can  also  discourage  private  efforts  to  rehabilitate  and 
upgrade  declining  neighborhoods.  Because  so  much  trade  and  commerce 
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Table  26. — Federal  and  State  and  local  government  receipts,  by  source,  national 
income  and  product  accounts,  1965 


Amount  (billions  of 
dollars) 

Percentage  dbtribu- 
tion  I 

Source 

Federal 

Govern¬ 

ment 

State  and 
local  gov¬ 
ernments 

Federal 

Govern¬ 

ment 

State  and 
local  gov¬ 
ernments 

Total  receipts . 

124.9 

7S.3 

100.0 

100.0 

Individual  Income  taxes » . 

Licenses,  fees,  and  other  taxes  and  charges  on  per- 

SI.  3 

4.4 

41.1 

5.9 

sons . 

2.9 

7.4 

2.3 

9.8 

Corporate  profits  tax  accruals . 

29.1 

2.0 

23.3 

2.7 

Sales  and  excise  taxes  and  customs  > . 

IS.  8 

15.9 

23.1 

21.1 

30.7 

Other  business  tscies,  fees,  and  charges . 

1.1 

6.9 

.9 

9.1 

Contributions  for  social  insurance . 

24.8 

4.S 

11.2 

19.8 

5.9 

14.9 

■  Baaed  oa  receipts  in  miUions  of  dollars. 

>  Less  tax  reldnos. 

Note.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 
Source;  Department  of  Commerce. 


is  interstate,  attempts  by  States  to  tax  sales  and  income  often  make  adminis¬ 
tration  complex  and  costly  and  create  problems  in  taxpayer  compliance 
and  frictions  among  States  in  apf>ortioning  revenue  sources. 

STATE  AND  LOCAL  FISCAL  PROBLEM 

The  States  and  localities  have  not  been  idle  in  the  face  of  mounting  de¬ 
mands  for  public  services.  Since  1959,  for  example,  the  50  States  have 


Table  27. — Federal  and  State  and  local  government  expenditures,  by  major  function, 
national  income  and  product  accounts,  1965 


.Amount  (billions  of  dollars) 

Percentage  dLstribution  ■ 

Federal  Government 

State 

Federal  Government 

Function 

Total  ex¬ 
cluding 
grants- 
in-ald 

Grants- 
in-aid  to 
State  and 
local  gov¬ 
ernments 

and 

local 

govern¬ 

ments 

Total  ex¬ 
cluding 
grants- 
in-aid 

Grants- 
In-aid  to 
State  and 
local  gov¬ 
ernments 

and 

local 

govern¬ 

ments 

Total  expenditures . . 

112.2 

11.2 

73.7 

100.0 

100.0 

100.0 

Defense,  space,  veterans,  and  inter- 

national . 

66.0 

.4 

.4 

58.9 

4.0 

.6 

Education . 

.5 

.7 

28.9 

.5 

6.6 

39.2 

Health,  hospitals,  and  sanitation . 

1.2 

.7 

7.6 

1.1 

6.3 

10.3 

Social  security,  welfare,  and  labor . 

23.1 
.  1 

4.5 

7.1 

5.1 

20.6 

.1 

40.3 

9.0 

6.9 

Highways . 

Postal  services,  public  utilities,  com¬ 
merce,  and  nonhighway  transpor¬ 
tation . 

Housing,  community  development. 

.1 

3.8 

11.3 

.1 

34.2 

15.3 

2.6 

.1 

1.6 

2.3 

.  5 

2. 1 

2. 1 

and  recreation . 

.3 

.5 

1.6 

-2 

4.6 

Agriculture  and  natural  resources - 

5.9 

.3 

1.5 

5.3 

3.1 

2.0 

Interest  and  general  government . 

12.3 

(*) 

8.8 

II.O 

.4 

11.9 

'  Based  on  expenditures  In  miUions  of  dollars. 

>  Less  than  $50  million. 

Note.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 
Source:  Department  of  Commerce. 


enacted  about  200  increases  in  the  rates  of  their  major  taxes,  and  imposed 
15  new  taxes,  including  8  new  retail  sales  taxes. 

In  the  years  ahead,  the  financial  pressures  on  States  and  localities  in  the 
aggregate  may  moderate  somewhat.  The  age  category  that  produces  the 
largest  per  capita  need  for  public  services — school-age  children — will  grow 
less  rapidly  than  the  working  age  population.  Nevertheless,  pressures  will 
still  be  strong,  especially  to  meet  the  massive  problems  of  cities  imposed 
by  decades  of  neglect.  According  to  detailed  estimates  recently  made  for 
the  Joint  Economic  Committee,  construction  needs  of  State  and  local  gov¬ 
ernments  in  the  next  decade  will  equal  those  of  the  last  decade. 

Thus  the  financial  problems  of  State  and  local  governments  will  persist. 
Currently,  increased  defense  expenditures  dominate  the  Federal  budget  pic¬ 
ture.  But  over  the  long  run,  there  is  every  prosp>ect  of  a  return  to  the  fiscal 
paradox  of  recent  years — booming  income  tax  revenues  for  the  Federal 
Gk)vernment  while  States  and  localities  struggle  to  finance  their  massive 
program  requirements. 

CATEGORICAL  FEDERAL  AID 

The  Federal  Government  now  provides  many  grants-in-aid  in  support 
of  specific  categories  of  State  and  local  expenditure.  Federal  grants  now 
constitute  about  one-sixth  of  total  revenues  of  State  and  local  govern¬ 
ments.  The  first  large  Federal  grant  programs  were  for  emergency  relief 
and  public  assistance  during  the  1930’s.  Federal  grants  declined  during 
World  War  II,  but  then  grew  rapidly  in  the  1950’s,  with  highway  construc¬ 
tion  grants  producing  an  acceleration  in  the  second  half  of  the  decade 
(Table  28). 


Table  28. — Growth  of  Federal  aid  to  State  and  local  governments,  fiscal  years 

1930-68  * 


Function 

1  1030 

1  1 

1940 

1950 

1 

1955 

I960 

1965 

1968  > 

Billions  of  dollars 

Total  Federal  aid . 

0.1 

B 

7.0 

17.4 

Health,  labor,  and  welfare . 

(‘) 

1.6 

1.9 

2.9 

hH 

8.0 

Commerce  and  transportation . 

.1 

.3 

.5 

.6 

3.0 

Hli 

4.3 

Education . 

(•) 

0 

.6 

2.5 

Housing  and  community  development... 

(•) 

0 

.6 

1.3 

Agriculture  and  agricultural  resources.... 

(>) 

.1 

.6 

Natural  resources . 

(>) 

(») 

(•) 

Other . 

(>) 

(*) 

0 

B 

B 

B 

■ 

Percent 

Federal  aid  as  percent  of: 

MM 

BB 

■M 

Federal  expenditures  ‘ . 

4.3 

25.  6 

State  and  local  expenditures  * . 

1.4 

25.3 

10. 5 

10.4 

'  Urants-in-aid  and  shared  revenues  from  both  administrative  budget  and  trust  funds. 
>  Data  for  1968  are  estimates. 

’  Less  than  $S0  million. 

*  National  income  and  product  accounts  basis. 

Note.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Source:  Bureau  of  the  Budget. 
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The  last  few  years  have  seen  a  rapid  acceleration  of  Federal  aid  through 
a  variety  of  new  or  expanded  programs — most  notably  for  elementary  and 
secondary  education  and  to  combat  poverty.  In  fact,  most  new  legislation 
in  areas  discussed  in  this  chapter  operates  through  grants  or  loans  to  State 
and  local  governments. 

The  grant-in-aid  approach  is  flexible.  It  enables  the  Federal  Government 
to  single  out  the  most  urgent  needs  and  to  apply  suitable  remedies  directly. 
Furthermore,  by  imposing  matching  formulas  where  appropriate,  the  Federal 
Government  often  can  enlist  additional  State  effort  in  neglected  areas. 
Variable  matching  requirements  are  used  by  the  Federal  Government  to  pay 
for  a  greater  share  of  costs  in  States  and  areas  where  needs  are  greatest  relative 
to  available  resources.  Federal  grants  can  encourage  innovation  at  the  local 
level,  and  provide  for  experimentation  and  demonstration  where  the  prob¬ 
lems  are  more  obvious  than  the  remedies.  They  can  be  launched  modestly 
and  expanded  upon  demonstration  of  effectiveness.  The  grant  approach 
can  spur  better  planning  and  coordination  among  overlapping  or  adjacent — 
and  sometimes  conflicting — local  jurisdictions  where  a  regional  or  area¬ 
wide  problem  requires  a  cooperative  and  coordinated  attack. 

At  the  same  time,  the  categorical  grant  mechanism  is  open  to  some 
criticisms.  State  and  local  officials  are  sometimes  bewildered  by  the  number, 
variety,  and  complexity  of  eligibility  and  matching  provisions  of  different 
Federal  aid  programs.  A  special  effort  is  necessary  to  keep  them  informed 
of  latest  developments,  so  that  all  eligible  units  of  government  may  share 
equitably.  And  some  localities  resent  Federal  standards  and  “supervision” 
in  grant  programs.  * 

Broadening  the  Scope  of  Federal  Grants 

Supporters  of  categorical  aid  argue  that,  while  there  may  be  faults  in  the 
present  system,  they  are  not  intrinsic.  Many  steps  have  already  been  taken 
to  improve  grant  programs.  The  Bureau  of  the  Budget  has  undertaken 
recently  to  improve  the  coordination  of  Federal  programs  at  the  State  and 
local  level.  The  Partnership  in  Health  act  of  last  year  combined  several 
small,  categorical  grant  authorizations  into  one  and  provided  assistance  for 
planning  comprehensive  health  services.  Similarly,  the  Model  Cities  pro¬ 
gram  provides  for  the  coordinated  use  of  funds  from  a  number  of  separate 
categorical  programs  as  well  as  from  private  and  local  government  sources;  it 
also  authorizes  Federal  assistance  for  local  government  programs  in  the 
demonstration  area  of  the  city  even  if  these  would  not  qualify  for  any  cate¬ 
gorical  aid.  The  Community  Action  Program  offers  cities  supp>ort  for  a 
broad  range  of  activities  that  fit  into  a  coordinated  attack  on  px>verty. 

These  new  programs  of  broad  support  represent  a  major  evolution  from 
many  traditional  typies  of  categorical  grants  in  which  the  Federal  Government 
pinp>oints  the  State  and  local  exp>enditures  it  will  supp>ort. 

These  developments  are  viewed  by  some  observers  as  a  decisive  argument 
for  an  evolutionary  approach  that  continues  to  rely  on  categorical  aid  as  the 
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principle  vehicle  by  which  Federal  assistance  should  be  given  to  State  and 
local  governments.  These  observers  would  argue  that  effectiveness  is  limited 
only  by  the  amounts  that  the  Federal  Government  can  afford  to  channel  to 
States  and  localities,  rather  than  by  any  inherent  defects  in  the  mechanism 
of  categorical  aid. 

GENERAL  SUPPORT  GRANTS 

Others  contend,  however,  that  broader  “general  support”  grants  are 
needed  as  part  of  Federal  support  to  States  and  localities.  In  principle, 
these  grants  would  have  no  strings  attached,  and  would  be  available  for  gen¬ 
eral  budget  support  rather  than  tied  to  specific  activities  or  programs.  Direct 
transfers  without  supervision  would  leave  the  States  and  cities  free  to  set 
priorities  and  to  design  remedies  for  local  problems.  The  unconditional 
grant  approach  lends  itself  readily  to  “equalization,”  to  take  account  of 
differences  in  income  levels  and  fiscal  capacity  among  the  States.  Many 
proposals  recommend  setting  the  size  of  such  grants  as  a  percentage  of  col¬ 
lections  under  the  Federal  individual  income  tax.  One  would  earmark  5 
percent  of  collections  from  the  Federal  individual  income  tax  for  general 
support  grants  to  the  States. 

Critics  of  general  support  grants  have  questioned  whether  State  govern¬ 
ments  would  spend  the  added  revenues  wisely,  whether  they  would  maintain 
their  own  revenue  efforts,  and  whether  they  would  provide  adequately  for 
their  own  cities.  Unconditional  grants  to  the  States  are  viewed  by  some  as  a 
threat  to  additional  Congressional  appropriations  for  categorical  grant  pro¬ 
grams  which  provide  direct  assistance  to  cities  and  their  pressing  problems. 
Also,  if  States  had  a  claim  on  a  share  of  Federal  revenues,  they  might  oppose 
Federal  tax  reduction  even  when  needed  to  combat  recession.  And  if  the 
cut  were  nevertheless  approved,  its  effectiveness  could  be  weakened  by  a 
resulting  cutback  in  State  outlays. 

Supporters  of  revenue-sharing  point  out  that  formulas  can  be  devised  to 
cope  with  cyclical  swings  in  general  support  grants  and  to  channel  funds  to 
localities  as  well  as  States.  However,  there  are  obvious  difficulties. 

Under  some  proposed  compromise  arrangements,  a  fixed  level  would  be 
established  for  total  Federal  financial  aid  to  State  and  local  government, 
designed  to  cover  both  categorical  grants  and  general  support.  Categorical 
grants  would  continue  to  be  appropriated  as  at  present;  and  the  balance  of 
the  support  would  take  the  form  of  untied  grants  going  to  cities  as  well  as 
States.  The  untied  portion  would  serve  as  an  “overhead”  payment  to  be 
used  by  States  and  cities  to  strengthen  their  own  programs  and  their  plan¬ 
ning.  Such  a  compromise  is  intended  to  provide  some  assurance  of  continued 
Federal  support  for  categorical  grant  programs  which  have  established  their 
merit,  while  enlarging  opportunities  for  State  and  local  initiative  and 
responsibility. 
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CREDIT  FOR  STATE  INCOME  TAXES 


An  additional  method  of  enlarging  State  revenues  in  the  context  of  an 
improved  over-all  national  tax  structure  has  been  proposed  by  the  Advisory 
Commission  on  Intergovemment  Relations.  The  suggestion  is  that  a  credit 
against  Federal  personal  income  tax  liability  be  given  for  up  to  40  percent  of 
State  income  taxes  paid.  This  credit  would  provide  powerful  incentives: 
the  17  States  which  do  not  now  have  broad-based  individual  income 
taxes  would  be  strongly  induced  to  enact  them;  States  which  already  have 
income  taxes  would  be  encouraged  to  rely  on  them  more  heavily.  A  State 
could  then  augment  its  revenues  through  income  taxation  with  a  net  in¬ 
crease  in  the  burden  on  State  taxpayers  equal  to  only  60  percent  of  added 
revenue.  Through  the  credit  device,  the  States  would,  in  effect,  be  collect¬ 
ing  part  of  their  income  taxes  from  the  Federal  Govenunent. 

Federal  tax  credits  to  influence  local  tax  policy  are  not  new.  They  are 
applied  to  estate  or  inheritance  taxes  paid  to  States,  and  they  are  used  under 
the  Federal-State  unemployment  insurance  system. 

The  tax  credit  device  has  been  subjected  to  certain  criticisms.  First, 
by  their  very  nature,  tax  credits  provide  more  help  to  rich  States  than  to  poor 
States,  because  the  amount  of  assistance  depiends  on  the  tax  base  of  each 
State.  Second,  the  prop>osal  does  not  in  itself  provide  direct  aid  to  the  cities. 
Third,  the  Federal  tax  credit  adds  to  State  revenues  only  when  and  if  the 
States  act  to  initiate  or  raise  rates  on  income  taxes;  the  initial  impact  merely 
lowers  Federal  taxes  for  people  who  now  pay  State  income  taxes. 

JOINT  REVENUE  COLLECTION 

It  has  also  been  proposed  that  the  Internal  Revenue  Service  ( IRS)  expand 
its  current  assistance  to  the  States  in  their  income  tax  collection  efforts.  At 
present,  there  is  cooperative  exchange  of  information  between  Federal  and 
State  revenue  officials.  But  the  IRS  could  act  as  collecting  agent  for  State 
income  taxes.  The  State  rate  structure  would  be  applied  against  the  Federal 
definition  of  taxable  or  adjusted  gross  income  or  Federal  tax  liability  itself. 
Joint  revenue  collection  is  a  modest  proposal  which  could  be  enacted  on  its 
own  merits  or  as  a  supplement  to  the  larger  plans.  It  might  encourage  addi¬ 
tional  States  to  enact  income  taxes,  and  should  certainly  simplify  life  for  both 
taxpayers  and  revenue  officials  in  States  which  already  use  income  taxes. 
It  would,  of  course,  be  necessary  for  the  States  to  follow  Federal  concepts  of 
taxable  income,  which  may  not  always  accord  with  their  own. 

OTHER  ISSUES  OF  TAX  COORDINATION 

Among  other  problems  requiring  better  coordination  of  Federal-State- 
local  taxation  is  one  dealing  with  the  exemption  from  taxation,  under  the 
Federal  individual  income  tax,  of  interest  paid  on  State  and  local  govern¬ 
ment  securities.  Because  of  the  exemption,  these  governments  can  borrow 
more  cheaply — paying  lower  rates  of  interest  and  competing  more  effectively 
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for  funds  against  other  borrowers  in  capital  markets.  However,  the  exemp¬ 
tion  also  reduces  the  progressivity  of  the  Federal  individual  income  tax, 
since  it  produces  much  bigger  tax  savings  to  those  in  high  income  tax 
brackets  than  to  those  taxable  at  lower  rates.  This  is  a  relatively  inefficient 
means  of  channeling  aid:  the  Federal  Government  loses  far  more  revenue 
than  the  States  and  cities  gain  in  reduced  interest  costs. 

Apart  from  the  general  question  of  interest  exemption,  and  of  immediate 
concern,  is  the  use  of  so-called  industrial  development  bonds.  Through 
the  use  of  these  bonds,  localities  have  passed  to  private  industries  the  benefit 
of  the  exemption  of  their  interest  from  Federal  tax,  in  many  cases  without 
assuming  any  real  obligation  for  repayment  of  the  bonds.  This  questionable 
practice  is  becoming  increasingly  widespread,  and  the  lack  of  any  obligation 
by  the  locality  authorizing  the  bonds  permits  proliferation  without  limit. 
The  use  of  the  Federal  tax  code  in  this  fashion  is  inefficient  and  inappro¬ 
priate. 

Another  fiscal  problem  concerns  State  taxation  of  corporate  income. 
Since  most  corporate  income  is  generated  by  interstate  corporations.  States 
must  establish  formulas  to  apportion  the  income  assumed  to  be  earned  from 
business  done  in  other  areas.  The  formulas  give  various  weights  to  such 
factors  as  location  of  plant,  percent  of  payroll,  sales  destination,  location  of 
sales  offices,  and  “origin”  of  sales.  In  1966,  after  several  years  of  study,  the 
House  Judiciary  Committee  recommended  legislation  that  would  require  a 
uniform  State  formula  based  solely  on  two  factors,  property  and  payroll. 
The  States  have  responded  unfavorably  to  this  proposal.  As  an  alternative, 
additional  Federal  grants  to  the  States  might  be  used  to  persuade  them  to 
relinquish  a  tax  which  is  more  efficiently  collected  at  the  national  level. 

CONCLUSION 

Expenditures  for  income  maintenance,  health,  and  education,  and 
revenues  of  States  and  cities,  have  grown  faster  than  GNP  since  the  mid- 
1950’s.  Expenditures  for  educational  services  and  health  care  combined 
have  risen  from  about  8}4  f>ercent  to  I2/2  percent  of  GNP,  and  expendi¬ 
tures  of  States  and  localities  have  expanded  from  percent  to  11  percent 
of  national  output  in  the  past  decade.  Federal  transfer  payments  to  persons 
have  risen  from  3  percent  to  4J4  i>ercent  of  GNP.  Through  their  dollar 
votes  on  the  market  and  their  votes  at  the  polls,  Americans  have  reaffirmed 
their  strong  desires  for  greater  expenditures  in  these  areas. 

In  response  to  the  wishes  of  the  public,  these  areas  will  continue  to  absorb 
a  significant  fraction  of  the  gains  from  economic  growth.  But  it  is  impos¬ 
sible  reliably  to  forecast  how  rapidly  these  outlays  will  grow,  or  to  set  in 
advance  meaningful  tai^ets  for  how  fast  they  should  increase.  Opportuni¬ 
ties  for  progress  in  these  areas  will  be  influenced  by  the  urgency  of  com]}eting 
claims  on  output,  ranging  from  national  defense  to  the  unlimited  aspira- 
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tions  of  private  consumers,  and  from  conservation  of  natural  resources  and 
improvements  in  the  quality  of  our  environment  to  industrial  research,  de¬ 
velopment,  and  investment.  In  f>eacetime  the  Nation  will  face  repeated  and 
difficult — though  welcome — choices  about  how  to  distribute  fiscal  dividends 
between  public  programs  and  tax  reductions.  These  decisions  should  be 
resp>onsive  to  changing  circumstances. 

Moreover,  it  is  not  possible  to  stipulate  “needs”  in  the  areas  discussed  in 
this  chapter.  If  needs  are  merely  what  survival  requires,  most  of  what  is 
needed  is  now  available.  And  if  needs  are  everything  that  could  be  reason¬ 
ably  desired,  then  they  will  not  be  fully  met  for  generations. 

A  rational  balancing  of  opportunities  and  alternatives,  will  undoubtedly 
call  for  some  progress  in  all  of  these — and  other — priority  areas.  Most 
of  the  choices,  both  public  and  private,  will  be  incremental  in  character. 
The  individual  chooses  whether  or  not  to  visit  his  dentist,  weighing  the  need 
against  other  uses  of  funds;  he  does  not  decide  on  health  in  the  abstract 
or  in  the  large.  Similarly,  the  Federal  budgetary  process  is  full  of  efforts 
to  cut  low-priority  expenditures  marginally  in  order  to  expedite  a  promising 
new  program  like  model  cities.  Even  major  program  decisions  which  will 
be  faced  in  the  years  ahead — such  as  whether  or  not  to  set  a  minimum  in¬ 
come  floor  to  combat  poverty,  or  whether  or  not  to  select  any  of  the  proposed 
innovations  in  the  area  of  Federal-State-local  fiscal  relations — could  also  be 
approached  on  an  incremental  basis.  In  making  these  budgetary  decisions,  it 
is  vitally  important  that  goals  and  objectives  be  defined  precisely,  that  all 
alternative  methods  of  reaching  them  be  considered,  that  costs  and  bene¬ 
fits  be  quantified  as  far  as  possible ;  only  then  can  the  most  efficient  means  of 
achieving  the  objectives  be  chosen.  The  Planning-Progranuning-Budg- 
eting  System  recently  initiated  by  the  Bureau  of  the  Budget  and  the 
executive  agencies  of  the  Federal  Government  is  designed  to  advance  this 
systematic  approach. 

This  chapter  has  attempted  to  raise  some  issues  which  will  require  difficult 
choices.  Collectively  such  decisions  will  determine  the  directions  of  social 
progress  in  the  years  ahead. 

It  is  clear  that  social  progress  will  make  important  claims  on  the  Federal 
budget.  There  is  no  easy  way  to  define  the  Government’s  appropriate 
role.  But  the  pursuit  of  public  interest  and  the  exercise  of  public  responsi¬ 
bility  need  not  add  dollar-for-dollar  to  the  bills  of  taxpayers  or  to  the  size 
of  Government.  Much  of  our  advance  in  health,  education,  and  cities  will 
be  financed  through  the  budgets  of  consumers  and  businesses.  The  energies 
and  outlays  of  private  enterprise  can  be  stimulated  by  wise  and  imaginative 
public  policies  relying  on  enlightened  regulation,  carefully  designed  fees 
and  subsidies,  appropriate  tax  provisions,  Government  loans  and  insurance 
programs,  and  improved  functioning  of  the  market  economy  so  that  actual 
prices  become  better  signals  for  estimating  social  costs  and  benefits. 

Within  the  public  sector,  another  set  of  issues  arises:  whether  particu¬ 
lar  programs  can  be  administered  and  financed  most  effectively  by  Federal, 


State,  or  local  governments,  and  how  the  over-all  division  of  responsibili¬ 
ties  can  assure  adequate  financing  for  priority  social  needs  through  an 
equitable  tax  system. 

The  aspirations  for  material  and  social  progress  are  boundless;  the  limits 
of  our  potential  progress  are  set  by  the  resource  costs  and  the  level  of  pro¬ 
ductivity  in  our  society.  It  can  be  confidently  forecast  that  the  problem 
will  be  to  find  the  means  to  fulfill  our  public  and  private  aspirations  rather 
than  to  deal  with  any  redundancy  of  resources.  A  decade  from  now,  major 
gains  will  have  been  made,  but  there  will  still  be  a  large  inventory  of  unmet 
desires  and  unsolved  social  problems,  requiring  public  and  private  efforts 
to  channel  a  substantial  additional  portion  of  our  growing  output  toward 
priority  uses. 
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Chapter  5 

Growth  and  Balance  in  the  World  Economy 

WORLD  ECONOMIC  EXPANSION  in  the  firet  half  of  the  1960’s  has 
been  sustained  and  rapid.  The  pace  has  probably  been  surpassed 
only  during  the  period  of  recovery  from  World  War  II.  Moreover,  since 
the  end  of  the  war,  the  extreme  fluctuations  of  earlier  years  have  not  been 
repeated. 

But  continued  economic  progress  is  not  assured.  Many  problems  remain. 
The  most  difficult  and  important  is  that  of  overcoming  poverty  in  many 
of  the  less  developed  countries  of  Africa,  Asia,  and  Latin  America.  A  major 
problem  for  the  develojjed  countries  is  to  cope  with  international  financial 
imbalances  in  ways  which  do  not  inhibit  sound  economic  growth. 

This  chapter  records  the  economic  progress  in  both  the  developed  and 
less  developed  countries  during  the  first  p»art  of  the  1960’s  and  outlines  some 
major  issues  for  international  consideration  during  the  remainder  of  this 
decade.  It  deals  especially  with  the  policy  issues  facing  the  United  States 
and  other  developed  countries  in  their  efforts  to  achieve  a  better  international 
balance  and  to  pursue  national  policies  that  promote  world  economic 
progress.  The  worldwide  economic  impact  of  their  national  policies  places 
a  special  responsibility  on  the  major  developed  countries. 

WORLD  ECONOMIC  GROWTH  IN  THE  1960’S 

Two  quantitative  goals  for  economic  growth  in  the  1960’s  have  been 
6xed  by  international  organizations : 

The  United  Nations  has  set  5  percent  a  year  as  the  minimum 
growth  rate  for  the  less  developed  countries  over  the  1960’s,  calling 
this  the  “Development  Decade.” 

TTie  Organization  for  Economic  Cooperation  and  Development 
(OECD),  which  includes  the  countries  of  Western  Europe,  the  United 
States,  Canada,  and  Japan,  has  called  for  an  increase  in  aggregate 
output  of  all  member  countries  combined,  amounting  to  50  percent 
over  the  decade  or  an  average  annual  growth  rate  of  4.1  percent. 

As  can  be  seen  from  Table  29,  the  expansion  of  real  output  in  the  less 
developed  countries,  estimated  at  4J/2  percent  a  year,  so  far  has  fallen 
somewhat  short  of  the  UN  target  on  average,  and  far  below  it  in  several 
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Table  29. — Changes  in  total  and  per  capita  real  GNP  in  OECD  and  less  developed 
countries  since  1955 


Percentage  increase  per  year 


Total  real  QNP 


Per  capita  real 
ONP 


>  Share  in  1963  for  OECD  countries  and  in  1960  for  less  developed  countries. 

>  Excludes  Saar  and  West  Berlin. 

>  Includes  Saar  and  West  Berlin. 

<  Estimates. 

'  Not  available. 

Non.— Totals  include  countries  not  shown  separately. 

Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Sources:  Organisation  for  Economic  Cooperation  and  Development  (OECD),  Agency  for  International 
Development.! AID),  and  Council  of  Economic  Advisers. 

of  the  largest  of  these  countries.  However,  the  table  also  shows  that  output 
in  the  OECD  countries  has  been  exceeding  the  growth  rate  of  the  OECD 
target. 


DEVELOPED  COUNTRIES 

In  the  first  half  of  the  1960’s,  real  output  in  Western  Europe  and  Japan 
increased  by  more  than  5  percent  a  year.  Contributing  to  the  rapid  expan¬ 
sion  were  government  policies  directed  toward  achieving  and  maintaining 
high  levels  of  employment  with  reasonable  price  stability,  stimulating  the 
movement  of  labor  from  low  to  high  productivity  employment,  reducing 
barriers  to  foreign  trade,  and  encouraging  the  more  efficient  utilization  of 
resources  in  other  ways. 

A  high  rate  of  capital  formation  helped  to  achieve  this  rapid  growth.  In¬ 
vestment  averaged  18  percent  of  gross  national  product  (GNP)  in  the  OECD 
countries  other  than  the  United  States;  it  ranged  from  almost  30  percent  in 


Japan  to  less  than  14  percent  in  the  United  Kingdom.  While  much  of  the 
increase  in  output  comes  from  investment  in  physical  capital  and  from  the 
incorporation  of  technological  advances,  a  good  deal  also  comes  from  invest¬ 
ment  in  human  capital — in  raising  the  education,  skills,  and  health  of  the 
population. 

The  growth  of  output  is  also  benefiting  from  the  movement  of  labor  out  of 
activities  of  low  productivity  to  those  of  higher  productivity.  There  has  been 
a  large-scale  movement  of  labor  from  Southern  Europe  to  Northwestern 
Europe — from  areas  of  low  productivity,  low  incomes,  and  high  unemploy¬ 
ment  to  areas  where  productivity  and  incomes  are  high  and  unemployment 
low.  Within  countries,  the  major  shift  has  been  out  of  employment  in  agri¬ 
culture.  The  OECD  estimates  that  this  latter  ^ift  alone  accounted  for 
between  10  and  15  percent  of  the  increase  in  productivity  during  the  first 
half  of  the  1960’s  in  France,  Germany,  Italy,  and  Japan.  The  United  King¬ 
dom,  which  by  1960  already  had  only  a  small  agricultural  sector,  did  not 
have  this  source  of  expanding  productivity. 

Internal  shifts  of  labor  have  been  stimulated  and  facilitated  by  the 
expansion  of  foreign  trade,  which  has  far  exceeded  the  growth  of  output. 
The  rapid  growth  of  trade  has  resulted,  in  part,  from  the  reduction  of  trade 
barriers,  especially  within  the  two  regional  groupings — the  Euro{>ean  Eco¬ 
nomic  Community  (EEC)  and  the  European  Free  Trade  Association 
(EFTA). 

For  a  number  of  European  countries  and  Japan,  a  rapid  rise  in  experts 
has  also  directly  stimulated  the  growth  of  GNP.  In  addition,  when 
domestic  expansion  is  led  by  expert  growth,  the  resulting  rise  in  imports 
can  be  readily  financed;  there  is  less  chance  that  the  government  will  need 
to  apply  the  brakes  to  reverse  a  developing  balance  of  payments  deficit. 

LESS  DEVELOPED  COUNTRIES 

The  achievement  of  an  adequate  rate  of  self-sustaining  growth  in  the 
less  developed  countries  remains  an  urgent  world  economic  problem.  Over 
half  of  the  4  {4  percent  annual  growth  of  total  output  for  the  less  develop>ed 
areas  has  been  needed  just  to  maintain  their  low  level  of  living,  since  their 
populations  have  been  rising  by  254  percent  annually.  The  yearly  increase 
in  per  capita  output  has  been  only  2  percent,  or  barely  $3  a  person. 

Achieving  rapid  and  sustainable  growth  in  these  countries  is  by  no  means 
a  hopeless  task,  however.  Self-sustaining  growth  has  been  attained  in  cer¬ 
tain  less  developed  countries — including  Israel,  Malaysia,  Mexico,  Taiwan, 
Venezuela,  and  some  Central  American  countries.  Others — such  as  Paki¬ 
stan,  South  Korea,  Thailand,  and  Turkey — are  approaching  that  objective. 

But  the  problems  are  formidsdble.  Further  efforts  by  both  the  de¬ 
veloped  and  the  less  develt^jed  countries  are  required.  The  rapid  growth 
of  population  in  many  less  developed  countries,  already  over-populated  in 
relation  to  their  economic  resources,  must  be  slowed.  A  number  these 
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nations  have  adopted  measures  to  induce  their  citizens  to  limit  the  size  of 
their  families.  Some  of  these  programs — in  Hong  Kong,  Singapore,  and 
Taiwan — have  already  shown  signs  of  success.  Nevertheless,  the  growth 
rate  of  population  in  the  less  developted  countries  as  a  group  is  still  rising. 

Another  major  problem  area  is  agriculture.  Agricultural  output  has 
grown  so  slowly  that  food  output  pier  person  in  many  countries  is  below 
pre-World  War  II  levels.  Unless  a  vigorous  effort  is  made  to  redress  the 
situation,  it  is  likely  to  deteriorate  further  as  population  and  need  for  food 
continue  to  grow  rapidly.  Moreover,  in  at  least  some  of  the  less  developed 
countries,  agricultural  development  may  be  a  key  to  general  economic 
growth.  The  application  of  improved  farming  techniques  can  substantially 
improve  agricultural  productivity  with  relatively  small  increments  of  capital ; 
increased  agricultural  output  can  be  a  major  substitute  for  imports;  rising 
farm  income  can  provide  an  expanding  market  for  domestic  industrial 
output. 

The  developed  countries  can  do  much  to  help  by  providing  technical 
assistance,  food,  fertilizers,  agricultural  equipment,  and  financing.  But  the 
basic  responsibility  rests  on  the  less  developed  countries  theniselves.  They 
must,  among  other  things,  improve  the  incentives  for  farmers  to  increase 
output. 

Education  also  is  a  major  field  in  which  improvement  is  essential.  Eco¬ 
nomic  progress  requires  literacy,  A  modern  and  expanding  economy  needs 
much  more — p>eople  trained  to  operate  farm  machinery,  run  a  lathe,  operate 
a  retail  store,  and  keep  accounts.  In  recognition  of  the  importance  of 
education,  the  less  develop>ed  countries  have  in  recent  years  increased  their 
education  budgets  by  15  percent  annually.  This  effort  has  long  been  sup¬ 
ported  by  the  United  States.  More  Agency  for  international  Development 
(AID)  technicians  working  abroad  are  employed  in  educational  projects 
than  in  any  other  field.  Moreover,  beginning  in  fiscal  year  1967,  AID 
is  sharply  increasing  its  educational  aid  effort,  as  well  as  its  work  in 
ag^riculture  and  health.  The  educational  efforts  of  our  Peace  Corps 
workers  are  also  welcomed  throughout  the  less  developed  world. 

The  Need  for  Capital 

The  developing  countries  also  need  capital.  About  one-fourth  of  their 
domestic  investment  is  hnanced  by  capital  imports.  From  1%1  to  1965, 
the  net  amount  of  this  capital  inflow  rose  by  only  5  percent  a  year  in  money 
terms  and  less  in  real  terms.  Some  increase  continued  into  1966.  Since 
1963,  the  entire  increase  from  abroad  has  been  in  private  capital  flows. 

This  investment,  to  be  sure,  benefits  the  recipient  countries,  and  the 
United  States  has  taken  steps  to  encourage  it.  But  it  has  gone  mainly  to 
the  extractive  industries,  particularly  oil.  Thus,  it  is  unevenly  distributed 
among  countries.  Further,  investment  in  technologically  advanced,  some- 
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times  highly  automated,  extractive  processes  does  not  have  the  same  stimulat¬ 
ing  effects  on  general  economic  activity  as  does  investment  in  local  manu¬ 
facturing.  It  does,  however,  provide  much  needed  foreign  exchange  and 
technological  know-how  for  those  countries  fortunate  enough  to  be  well- 
endowed  with  minerals. 

For  many  developing  nations,  a  growing  burden  of  interest  and  amorti¬ 
zation  payments  on  external  debt  absorbs  a  large  and  rising  proportion  of 
gross  aid  receipts.  In  1960,  debt  service  charges  amounted  to  13  percent  of 
the  official  bilateral  aid  receipts  of  less  developed  countries;  today  the  figure 
is  19  percent.  India’s  debt  service  charges  on  government  assistance  for  the 
f>eriod  of  its  Third  Plan  amounted  to  26  percent  of  its  foreign  aid.  In 
Turkey,  debt  service  during  1963-66  was  more  than  half  as  large  as  gross 
foreign  aid. 

For  the  net  inflow  of  aid  merely  to  remain  constant,  the  gross  inflow  must 
rise  to  cover  growing  debt  service.  In  fact,  the  gross  flow  of  government  aid 
from  the  developed  countries  has  been  rising  just  enough  to  keep  net  aid  in¬ 
flow  on  a  plateau  since  1%3.  Future  prospects  are  even  less  encouraging. 
Bilateral  aid  commitments — pledges  of  actual  aid  disbursements  to  be  made 
in  the  future — declined  in  1965.  This  could  foreshadow  a  decline  in  net 
and  even  in  gross  official  aid  disbursements  in  the  years  to  come. 

The  stagnation  in  the  net  flow  of  official  capital  to  the  less  developed 
countries  has  come  at  the  very  time  that  the  industrial  countries  have 
reached  new  heights  of  prosp)erity.  And  it  comes  at  a  time  when  the  pace 
of  economic  expansion  achieved  by  the  less  developed  countries  as  a  group 
is  encouraging.  They  are  developing  the  skills  required  for  a  modem 
economy.  They  are  capable  of  using  more  capital  than  they  can  raise 
domestically  or  borrow  abroad  on  commercial  terms.  For  this  and  other 
reasons,  foreign  aid,  both  bilateral  and  multilateral,  should  have  a  high 
priority  claim  on  the  resources  of  high-income  countries.- 

One  of  the  most  fruitful  avenues  for  increased  aid  to  the  less  developed 
countries  is  through  the  multilateral  lending  agencies — the  World  Bank 
family  and  the  regional  development  banks.  The  United  States  firmly 
supports  these  agencies  as  mechanisms  for  mobilizing  both  external  capital 
and  domestic  resources  of  the  developing  countries  themselves.  Replenish¬ 
ment  of  the  resources  of  the  International  Development  Association  (IDA) , 
which  lends  on  easy  terms,  ought  to  be  high  on  the  agenda  of  the  develop>ed 
countries.  The  IDA’s  resources  should  be  substantially  increased  in  ways 
which  take  into  account  the  balance  of  payments  situation  of  the  contribut¬ 
ing  countries.  The  recently  established  Asian  Development  Bank  rep¬ 
resents  a  new  stage  in  Asian  economic  coop)eration,  in  which  the  United 
States  is  participating  with  other  non-Asian  countries.  For  Latin  America, 
the  United  States  continues  its  strong  support  of  the  Inter-American  Devel¬ 
opment  Bank,  which  serves  as  the  financial  arm  of  the  Alliance  for  Progress 
and  is  helping  to  draw  funds  from  inside  and  outside  the  hemisphere  into 
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Latin  American  development.  The  African  Development  Bank,  which  has 
recently  begun  operations,  will  perform  similar  functions  in  its  area. 

Foreign  aid  and  private  foreign  investment  finance  only  one-fifth  of  the 
foreign  exchange  expenditures  of  the  developing  countries.  The  remaining 
four-fifths  is  financed  by  their  own  export  earnings.  After  near  stagna¬ 
tion  in  the  late  1950’s,  these  earnings  rose  by  about  6  percent  a  year  during 
the  first  half  of  the  1960’s.  The  increase  was  produced  by  many  factors,  in¬ 
cluding  strengthened  prices  for  many  primary  commodities,  the  growing 
ability  of  the  less  developed  countries  to  supply  these  commodities,  and  the 
rapidly  expanding  markets  in  the  United  States,  Western  Europe,  and 
Japan.  Only  with  continued  vigorous  growth  in  the  developed  world  and 
improved  access  to  its  markets  can  the  less  developed  countries  earn  the 
foreign  exchange  needed  to  support  their  own  continuing  growth. 

TRADE  POLICIES 

The  less  developed  countries  obviously  have  much  to  gain  from  reductions 
in  tariffs,  quotas,  and  other  barriers  to  trade  in  primary  products,  since 
such  products  constitute  85  percent  of  their  exports.  Over  the  longer  run, 
satisfactory  growth  in  the  export  earnings  of  the  less  developed  countries 
will  require  relatively  less  reliance  on  sales  of  primary  products  and  con¬ 
tinuation  of  the  sharp  expansion  in  exports  of  manufactured  goods.  Such 
diversification  will  also  be  important  for  their  internal  growth.  Reductions 
in  tariffs  and  other  trade  barriers  in  developed  countries  can  contribute 
much  to  the  needed  growth  of  manufactured  exports  from  developing 
countries. 

In  most  of  the  less  developed  countries,  internal  markets  are  too  small 
to  support  efficient  modem  industrial  plants.  It  is  not  geographic  size  or 
population  but  effective  purchasing  power  that  determines  the  size  of  a 
market.  Regional  cooperation  can  create  larger  markets  so  that  the  enter¬ 
prises  of  the  developing  countries  can  benefit  from  the  economies  of  scale 
and  of  specialization  on  which  growth  and  efficiency  depend. 

Encouraging  progress  toward  regional  integpration  is  being  made  in  a 
number  of  areas.  The  Latin  American  Free  Trade  Association,  despite 
handicaps,  can  form  the  basis  for  a  true  Latin  American  common  market. 
Particular  progress  has  been  made  in  the  Central  American  Common  Market. 
The  United  States  supports  outward-looking  regional  integration. 

The  importance  of  trade  expansion  as  a  factor  in  economic  growth  in 
all  countries  argues  strongly  for  more  rapid  trade  liberalization.  This 
proposition  is  effectively  demonstrated  by  the  recent  experience  in  the  new 
free-trade  areas  of  Europe,  just  as  it  was  earlier  demonstrated  in  the  great 
common  market  of  the  United  States.  Thus,  it  is  essential  that  success 
be  achieved  in  the  current  multilateral  trade  negotiations,  by  far  the  most 
comprehensive  in  history. 
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Kennedy  Round 

This  success  is  important  to  both  the  developed  and  less  developed  coun¬ 
tries.  The  substantial  reduction  in  tariff  barriers  which  the  United  States 
and  other  countries  are  seeking  to  achieve  in  the  Kennedy  Round  nego¬ 
tiations  should  make  an  important  contribution  to  increased  world  trade. 

Expanding  world  trade  encourages  capital  and  labor  to  move  out  of  those 
economic  activities  which  are  better  supplied  from  abroad  and  into  those 
fields  which  provide  higher  real  income  through  greater  productivity.  By 
permitting  countries  to  produce  efficiently  and  on  a  large  scale,  freer  trade 
makes  a  contribution  to  higher  incomes  everywhere.  And  through  reduc¬ 
tion  of  artificial  shelters  to  laggard  domestic  industries,  the  lowering  of 
barriers  to  imports  spurs  innovation  and  efficiency. 

In  the  Kennedy  Round,  the  major  reductions  in  barriers  to  world  trade 
are  expected  to  be  made  by  the  developed  countries — the  United  States, 
EEC,  EFTA,  and  Japan.  EFTA  has  now  virtually  eliminated  barriers  to 
industrial  trade  among  its  members  while  the  EEC  will  do  so  for  both 
industrial  and  agricultural  products  by  July  1968.  The  reduction  of  bar¬ 
riers  to  trade  with  nonmember  countries  would  now  help  these  groups  to 
continue  their  rapid  pace  of  growth,  and  would  avoid  distortion  of  the 
normal  pattern  of  European  trade  in  [particular  and  world  trade  generally. 
The  less  developed  countries  are  not  being  asked  to  grant  tariff  concessions 
that  would  endanger  their  economic  development  programs. 

Longer-Run  Tasks 

A  successful  Kennedy  Round  will  be  a  great  achievement,  and  will  promote 
rapid  and  healthy  economic  expansion  throughout  the  world.  But  the  Ken¬ 
nedy  Round  cannot  be  the  end  of  the  road  for  the  liberalization  of  world 
trade.  In  the  year  ahead,  further  study  and  international  consultation 
should  be  directed  at  four  remaining  tasks  in  the  trade  Held : 

(1)  Continuing  efforts  to  liberalize  those  tariff  and  nontariff  barriers 
which  will  remain  after  the  Kennedy  Round ; 

(2)  Developing  a  better  international  pattern  of  agricultural  production 
and  trade  to  speed  economic  growth ; 

(3)  Achieving  more  stable  export  prices  and  raising  the  export  volume  of 
developing  countries ; 

(4)  Improving  economic  relations  between  the  countries  of  Eastern 
Europe — including  the  Soviet  Union — and  the  United  States. 

President  Johnson  has  emphasized  the  importance  of  this  last  task  on  several 
occasions.  In  his  recent  State  of  the  Union  Message,  he  noted  that  the 
Export-Import  Bank  can  now  extend  commercial  credits  to  Bulgaria, 
Czechoslovakia,  Hungary,  and  Poland,  as  well  as  to  Rumania  and  Yugo¬ 
slavia.  He  called  again  for  legislative  authority  to  extend  most-favored- 
nation — i.e.,  nondiscriminatory — tariff  treatment  to  the  countries  of  Eastern 
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Europe  and  the  Soviet  Union.  Their  trade  with  Western  Europe  has  in¬ 
creased  steadily  in  recent  years,  while  U.S.  trade  with  these  countries  has 
been  stagnant,  and  constitutes  less  than  1  percent  of  all  U.S.  foreign  trade. 

U.S.  BALANCE  OF  PAYMENTS 

A  country’s  foreign  trade  and  payments  are  its  main  points  of  economic 
contact  with  the  rest  of  the  world.  The  balance  of  payments  of  any  nation 
is  intimately  dependent  on  policies  and  developments  in  the  outside  world. 
U.S.  exports  depend  heavily  on  European,  Canadian,  and  Japanese  growth 
and  the  foreign  exchange  receipts  of  the  less  developed  countries  as  well  as 
on  U.S.  growth  and  price  stability.  The  flow  of  capital  from  the  United 
States  depends  on  profit  opportunities  and  monetary  conditions  abroad  as 
well  as  on  those  in  the  United  States. 

For  most  of  the  decade  following  World  War  II,  U.S.  balance  of  payments 
deficits  provided  needed  international  currency  to  support  the  rapid  expan¬ 
sion  of  world  trade  and  economic  growth.  Other  countries  were  eager  to 
hold  more  dollars;  indeed,  it  was  commonly  known  as  a  period  of  “dollar 
shortage.”  Recently,  however,  as  foreign  reserves  have  increased,  U.S. 
deficits  have  been  less  welcome. 

These  deficits  do  not,  of  course,  contradict  the  unmatched  strength  and 
productivity  of  the  U.S.  economy;  neither  do  they  mean  that  our  competi¬ 
tive  position  in  world  markets  is  weak.  The  United  States  is  not  living 
beyond  its  means,  increasing  its  net  debt  to  foreign  countries,  or  using  up  its 
international  capital.  U.S.  ownership  of  assets  abroad  continues  to  grow 
faster  than  foreign  ownership  of  assets  in  the  United  States.  U.S.  assets 
abroad,  net  of  foreign  assets  in  the  United  States,  increased  from  $7  billion 
in  1935  to  $14  billion  in  1950;  by  1961  they  had  risen  to  $28  billion; 
and  in  1965  they  were  $47  billion. 

The  deficits  have,  however,  resulted  in  a  steady  erosion  of  the  U.S.  stock 
of  reserve  assets,  which  are  needed  to  maintain  a  stable  value  of  the  dollar 
in  international  transactions.  At  the  same  time,  there  have  been  steady 
increases  in  U.S.  liabilities  to  foreigners  that  may  be  considered  potential 
claims  against  our  reserve  assets.  This  combination  implies  a  continuing 
decline  in  liquidity;  it  is  clearly  not  indefinitely  sustainable  if  confidence  in 
the  safety  and  stability  of  the  dollar  is  to  be  maintained. 

The  U.S.  balance  of  payments  performance  is  now  evaluated  in  terms  of 
two  alternative  accounting  definitions.  Both  measure  an  over-all  U.S. 
deficit  or  surplus  in  terms  of  what  is  currently  happening  to  ( 1 )  U.S.  reserves 
and  (2)  certain  types  of  claims  against  the  United  States.  Both  count  as 
an  increase  or  decrease  in  reserves  any  change  in  the  sum  of  U.S.  holdings 
of  monetary  gold,  U.S.  “gold  tranche”  claims  tm  the  International  Monetary 
Fund  (IMF),  and  U.S.  official  holdings  of  convertible  foreign  currencies. 
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They  differ  in  how  they  treat  changes  in  various  outstanding  claims  against 
the  United  States. 

One  measure — the  “official  reserve  transactions”  balance — treats  any 
increase  in  foreign  private  claims  on  the  United  States,  liquid  or  illiquid,  as 
an  ordinary  capital  inflow.  Only  the  change  in  claims  on  the  United  States 
held  by  foreign  official  agencies  is  counted,  along  with  the  change  in  U.S. 
reserves,  as  a  measure  of  the  U.S.  deficit  or  surplus.  Foreign  official  mone¬ 
tary  agencies  have  the  privilege  of  converting  claims  on  the  United  States 
into  gold  at  the  U.S.  Treasury;  their  net  purchases  thus  add  to  the  direct 
claims  on  U.S.  reserves.  Moreover,  they  are  charged  with  maintaining 
stable  exchange  rates  for  their  national  currencies.  They  usually  do  this 
by  buying  or  selling  dollars  to  close  any  gap  between  normal  supply  and 
demand  for  dollars  which  might  otherwise  upset  the  exchange  rate  between 
the  dollar  and  their  currency.  In  this  sense,  the  net  balance  of  such  trans¬ 
actions  by  other  countries,  together  with  changes  in  our  own  reserves,  is  one 
indicator  of  the  size  of  the  imbalance  in  U.S.  payments. 

The  alternative  “liquidity”  balance  attempts  an  assessment  of  changes  in 
the  U.S.  liquidity  position.  It  takes  account  of  the  fact  that  liquid 
dollar  holdings  of  private  foreigners  may  be  readily  sold  to  foreign  central 
banks.  It  therefore  treats  only  increases  in  foreign  non-liquid  claims  on  the 
United  States  as  ordinary  capital  inflows.  Changes  in  all  liquid  claims  are 
included  along  with  changes  in  U.S.  reserve  assets  as  a  measure  of  the  U.S. 
balance,  regardless  of  whether  the  claims  are  acquired  or  sold  by  an  official 
agency  or  by  a  private  individual,  bank,  or  business. 

While  these  measures  of  balance  are  important,  they  must  be  viewed  as 
indicators,  rather  than  definitions,  of  equilibrium.  In  part,  the  limitation 
arises  because  any  measure  of  balance  must  arbitrarily  divide  dollar  assets 
into  two  distinct  groups — those  which  are  claims  against  our  reserves  and 
those  which  are  not.  Such  a  clear  division  does  not  exist  in  reality.  To 
a  degree,  any  marketable  dollar  asset  can  be  indirectly  exercised  as 
a  claim  against  U.S.  reserves.  Moreover,  the  likelihood  that  assets  will 
be  used  as  a  claim  against  U.S.  reserves  depends  not  only  on  their  market¬ 
ability  and  maturity  but  also  on  the  motivation  and  attitude  of  current  and 
prospective  holders.  Evidence  on  such  attitudes,  including  the  performance 
of  the  dollar  in  foreign  exchange  markets,  helps  to  interpret  the  U.S.  posi¬ 
tion.  But,  however  that  position  is  assessed,  the  U.S.  balance  of  payments 
clearly  has  not  been  in  sustainable  equilibrium  in  recent  years  and  must  be 
improved. 

Where  a  sustainable  equilibrium  may  lie  over  the  long  run  is  not  completely 
clear.  The  expansion  of  international  transactions — most  of  which  are  set¬ 
tled  in  dollars — suggests  that  some  growth  of  foreign  private  holdings  of 
dollars  is  natural  and  desirable  and  may  be  perfectly  sustainable.  Some 
increase  in  official  claims  on  the  United  States  may  also  occur  over  the  long 
run,  given  the  preference  of  many  countries  to  hold  all  or  some  of  their  offi¬ 
cial  reserves  in  dollars,  and  the  fact  that  transactions  needs  of  official  agencies 
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will  continue  to  expand.  Regardless  of  the  movement  of  dollar  holdings 
abroad,  however,  continuing  U.S.  reserve  losses  would  not  be  compatible  with 
sustained  equilibrium.  On  the  other  hand,  any  growth  of  either  official,  or 
official  plus  private  liquid,  holdings  of  dollars  need  not  be  precisely  equaled 
by  growth  of  U.S.  reserve  assets  in  order  that  sustainable  equilibrium  be 
achieved. 

RECENT  DEVELOPMENTS 

The  U.S.  liquidity  deficit  widened  slightly  in  1966  while  the  official 
settlements  balance  registered  a  small  surplus  for  the  first  time  since  1957. 

The  liquidity  deficit  had  improved  markedly  in  1965  and  showed  a  slight 
further  improvement  through  the  first  three  quarters  of  1966.  Preliminary 
evidence  p>oints  to  a  somewhat  larger  fourth  quarter  liquidity  deficit  which 
will  bring  the  year’s  total  slightly  above  the  $1.3  billion  deficit  of  1965. 
During  the  year,  there  was  an  extraordinary  buildup  of  foreign  private 
dollar  holdings,  which  resulted  in  a  small  surplus  on  official  settlements. 

Despite  the  surplus  on  official  settlements,  net  gold  sales  continued  as 
foreign  monetary  authorities  reduced  their  dollar  claims  on  the  United 
States.  While  sales  to  France  were  $601  million  in  1966,  the  net  reduction 
in  the  U.S.  gold  stock  for  the  year  was  $57 1  million. 

Full  data  on  the  U.S.  balance  of  payments  are  available  only  for  the  first 
three  quarters  of  1966.  Unless  otherwise  noted,  all  figures  for  1966  used 
below  represent  the  total  of  these  first  three  quarters  at  a  seasonally  adjusted 
annual  rate. 

The  structure  of  the  balance  of  payments  in  1%5  and  1966  was  markedly 
different  from  that  of  previous  years.  The  surplus  on  goods  and  services, 
which  had  been  rising  from  1959  to  1964,  dropped  sharply  in  1965  and 
1966.  On  the  other  hand,  the  net  outflow  on  capital  account  was  also 
greatly  reduced  in  both  years  (Chart  16  and  Table  30). 

These  developments  can  in  large  measure  be  attributed  to  (1)  the  in¬ 
crease  in  the  direct  costs  of  the  war  in  Vietnam,  (2)  the  sharp  rise  in  imports 
induced  by  the  rapid  econcxnic  expansion  and  the  heightened  pressure  on 
domestic  resources,  (3)  the  exceptionally  tight  monetary  conditions  of  1966, 
and  (4)  the  balance  of  payments  programs  inaugurated  in  1965.  The  last 
two  factors  were  important  in  accomplishing  a  large  reduction  in  U.S.  bank 
lending  abroad  and  in  attracting  an  exceptional  inflow  of  foreign  capital. 

The  Balance  on  Goods  and  Services 

The  U.S.  surplus  on  goods  and  services  more  than  doubled  from  1960  to 
1964,  reaching  an  exceptional  peak  of  $8J4  billion.  Subsequently,  however, 
the  surplus  declined.  As  the  combined  result  of  a  narrowing  trade  surplus 
and  sharply  increased  military  expenditures  in  1966,  it  fell  to  $5^2  billion. 

Trade.  The  trade  surplus  fell  through  the  first  three  quarters  of  1966, 
to  the  lowest  level  since  1959.  The  most  striking  factor  in  this  deterioration 
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Table  30. — Unittd  States  balance  of  payments,  1960-66 
IBlUlons  of  dollars] 


Type  of  trensactlon 

1060 

1061 

1062 

1063 

1064 

1066 

10661 

Balance  on  goods  and  services.. . 

4.0 

m 

■ 

6.0 

8.6 

5.6 

Balance  on  merchandise  trade . 

4.8 

8.4 

pn 

3.7 

Military  expenditures,  net . . 

-Z7 

-2.6 

-2.4 

^6*^4 1 

-2.7 

Balance  on  other  services . 

2.0 

2.8 

3.1 

lui 

16 

Remittances  and  pensions . 

-.7 

B 

-.8 

B 

-1.0 

-1.0 

Oovemment  grants  and  capital,  net . 

-2.8 

B 

-3.0 

-3.6 

-3.6 

-3.6 

U.8.  private  capital,  net . 

-3.0 

B 

B 

-18 

-6.8 

-3.6 

Foreign  nonliquid  capital,  net . 

.4 

.7 

.7 

.7 

H 

2.0 

Errors  and  omissions . 

-.0 

-1.0 

-1.2 

-.4 

-1.0 

B 

-.8 

BALANCE  ON  LIQUIDITY  BASIS . 

-3.0 

-2.4 

-2.2 

-2.7 

-2.8 

-1.3 

-1.2 

Plusr'ForeIgn  private  liquid  capital,  net  * . 

.6 

1.0 

-.2 

.6 

1.6 

.1 

2.3 

Less:  Increases  In  nonllquld  liabilities  to 

.3 

(*) 

.3 

.1 

.6 

BALANCE  ON  OFFICIAL  RESERVE 

TRANSACTIONS  BASIS . 

-3.4 

-1.3 

-2.7 

-2.0 

-1.8 

-1.3 

.7 

Gold  (decrease  -f) . 

1.7 

.0 

.0 

.6 

.1 

•.6 

-.1 

(*) 

-.1 

-.2 

‘-.8 

IMF  gold  tranche  position  (decrease  +).. 

.4 

-.1 

.6 

(0 

.3 

*.7 

Foreign  monetary  ofl9clal  claims  (In- 

crease -(■) . . 

1.3 

.7 

1.2 

1.7 

1.4 

.1 

•-1.4 

I  First  3  quarters  at  seasonally  adjusted  annual  rates,  except  as  noted. 

*  Includes  changes  In  Treasury  liabilities  to  certain  foreign  military  agencies  during  1060-32. 

'  Included  above  under  foreign  nonllquld  capital. 

*  Less  than  $60  million. 

'  First  3  quarters  at  unadjusted  annual  rates. 

Note.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 

Source:  Department  of  Commerce. 

was  the  sharp  acceleration  in  the  growth  of  merchandise  imports  beginning 
in  1965,  to  an  annual  rate  of  about  20  percent.  In  1966,  imports  rose  to 
about  3.5  percent  of  GNP — the  highest  in  the  postwar  pieriod — ^from  about 
3.2  percent  in  1%5  and  an  average  of  less  than  3  percent  in  previous  years  of 
the  1960’s. 

Imports  of  capital  goods  lose  by  about  50  percent,  and  accounted  for 
more  than  20  piercent  of  the  increase  in  imports  in  1966.  For  the  second 
consecutive  year  they  rose  sharply  as  a  percentage  of  total  domestic  pur¬ 
chases  of  capital  goods.  As  the  increasing  demand  for  capital  goods  began 
to  strain  domestic  capacity  in  1965,  and  even  more  in  1966,  purchasers 
increasingly  turned  to  foreign  suppliers  to  get  prompt  delivery.  While 
less  than  3  percent  of  domestic  requirements  was  imported  in  1964,  about 
9  percent  of  the  increase  in  domestic  purchases  of  capital  equipment  between 
1964  and  1965,  and  over  12  percent  between  1965  and  1966,  was  accounted 
for  by  additional  imports.  The  earlier  strains  and  pressures  continued  to 
affect  imports,  especially  for  long  lead-time  items,  in  the  second  half  of  1966, 
after  the  pace  of  over-all  econcxnic  advance  had  moderated. 
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Export  performance  in  1966  was  healthy  despite  domestic  demand  pres¬ 
sures.  Exports  were  more  than  10  jjercent  greater  than  in  1965,  even  after 
adjustment  for  the  effects  of  the  1965  dock  strike.  The  U.S.  share  of  world 
exports  (excluding  exports  to  the  United  States)  remained  stable,  while 
the  U.S.  share  of  world  exports  of  manufactured  goods  rose  slightly. 

A  major  source  of  the  strength  of  U.S.  exports  in  the  1960’s  has  been 
the  stability  of  the  U.S.  cost-price  structure,  while  costs  and  prices  have  been 
rising  elsewhere.  Recent  price  developments  in  the  United  States,  how¬ 
ever,  brought  this  relative  improvement  to  a  halt.  Even  so,  unit  labor  costs 
in  manufacturing  have  risen  less  rapidly  in  the  United  States  during  1966 
than  in  most  other  industrial  countries.  On  the  whole,  it  appears  that  the 
U.S.  competitive  position  with  respect  to  prices  and  costs  was  essentially 
unchanged  in  1966. 

Other  Goods  and  Services.  Overseas  military  expenditures  increased  in 
1966  by  more  than  $700  million,  after  having  been  relatively  stable  for  sev¬ 
eral  years.  The  war  in  Vietnam,  of  course,  was  the  cause  of  the  increase. 
Expenditures  in  Europe  still  account  for  about  45  percent  of  the  total,  but 
have  been  largely  offset  by  purchases  of  U.S.  military  equipment  and  by 
various  Bnancial  transactions. 

Other  items  in  the  goods  and  services  balance  behaved  normally.  In¬ 
vestment  income  receipts,  expanding  by  6  percent,  showed  continued 
strength.  U.S.  travel  expenditures  abroad  also  continued  to  increase.  For¬ 
eign  travel  expenditures  in  the  United  States  rose  faster  on  a  percentage 
basis,  but  by  less  in  dollar  amount,  than  the  expenditures  of  U.S.  nationals 
abroad. 

The  deterioration  of  the  U.S.  balance  on  goods  and  services  during  1966, 
in  summary,  reflected  primarily  pressures  stemming  from  the  rapid  advance 
of  the  domestic  economy  and  the  foreign  exchange  costs  of  the  hostilities 
in  Vietnam. 

The  Capital  Account 

As  shown  in  Table  31,  net  U.S.  private  capital  outflows  fell  from  a  record 
$6.5  billion  in  1964  to  $3.7  billion  in  1965  and  remained  essentially  un¬ 
changed  in  1966. 

U.S.  Purchases  of  Foreign  Securities.  After  a  sharp  rise  in  new  issues  of 
foreign  securities  in  U.S.  markets  beginning  in  1962,  the  United  States  in 
July  1963  impx>sed  an  Interest  Equalization  Tax  (lET)  on  purchases  from 
foreigners  of  securities  of  issuers  in  developjed  economies  other  than  Canada. 
The  lET  was  designed  as  a  partial  offset  to  the  lower  interest  rates  which 
prevailed  in  U.S.  capital  markets  as  a  result  of  better  organization  and 
greater  competitiveness,  and  of  the  need  for  the  United  States  to  press 
toward  full  employment  of  its  resources  through  expansionary  fiscal  and 
monetary  policies. 

The  lET  has  worked  well.  From  1964  through  1966,  U.S.  net  pur¬ 
chases  of  foreign  securities  averaged  about  $700  million  annually,  down 
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Table  31. — United  States  balance  of  payments:  Capital  transactions,  1960-66 


[Billions  of  dollars] 


Type  of  capital  transaction 

1960 

1961 

1962 

1963 

1964 

1968 

19661 

U.S.  private  capital,  net . 

-3.9 

-4.2 

-3.4 

-4.8 

-6.8 

-3.7 

-3.6 

Direct  investment . 

-1.7 

-1.6 

-1.7 

-ZO 

-14 

-3.4 

-3.2 

New  foreign  security  issues . 

other  transactions  in  foreign  securities 

-.6 

-.8 

-1.1 

-1.1 

-1.2 

-1.2 

-.1 

-.2 

.1 

■H 

.4 

.4 

.7 

U.S.  bank  claims . 

-1.2 

-1.3 

-.8 

Bo 

-18 

.1 

.3 

other  claims . 

-.4 

-.6 

-.4 

.2 

.3 

-.3 

Foreign  nonliquid  capital,  net . . 

.4 

.7 

1.0 

.7 

.7 

.2 

Direct  investment . . 

.1 

.1 

.1 

(•) 

(») 

.1 

-.1 

U.S.  securities  (excluding  Treasury 

Issues) . 

.3 

.3 

.1 

.3 

-.1 

-.4 

1.1 

Long-term  U.S.  bank  liabilities . 

(•) 

(•) 

(•) 

.1 

.2 

.2 

.8 

Other  4 . 

-.1 

.3 

.8 

.4 

.6 

.4 

.3 

Foreign  nonliquid  capital,  net . 

0.4 

■1 

B 

m 

17 

12 

10 

Plus:  Foreign  private  liquid  capital,  net . 

Less:  Increases  in  nonliquid  liabilities  to  for- 

.5 

1.0 

B 

.6 

1.6 

.1 

13 

.3 

(•) 

.3 

.1 

.8 

Equals:  Foreign  capital  excluding  official  re¬ 
serve  transactions,  net . 

.8 

■ 

1.3 

1.9 

.2 

3.9 

>  First  3  quarters  at  seasonally  adjusted  annual  rates. 

*  Includes  redemptions. 

*  than  $60  million. 

4  Includes  certain  special  government  transactions. 

>  Included  above  under  foreign  nonliquid  capital. 

Non.— Detail  will  not  necessarily  add  to  totals  because  of  rounding. 
Source:  Department  of  Commerce. 


from  the  average  of  $1.1  billion  of  1962  and  1963.  U.S.  purchases  of  new 
issues  have  stabilized  near  $1.2  billion;  virtually  all  new  issues  have  been 
by  Canadians  and  other  borrowers  not  covered  by  the  tax. 

U.S.  Direct  Investment  and  Bank  Lending.  The  outflow  of  direct  in¬ 
vestment  funds  from  the  United  States  began  to  accelerate  in  1963. 
By  1965,  the  flow  was  more  than  double  that  in  1960-62.  The  years  1963 
and  1964  also  saw  a  sharp  rise  in  loans  abroad  by  U.S.  banks.  The  total 
outflow  of  U.S.  capital  in  1964  was  more  than  $2J^  billion  in  excess  of  its 
average  in  1960-61. 

Although  the  outflow  of  portfolio  capital  and  bank  loans  is  largely  ex¬ 
plained  by  differentials  in  the  cost  of  borrowing  and  the  efficiency  of  U.S. 
financial  markets,  the  increase  in  direct  foreign  investment  by  U.S.  cor¬ 
porations  in  the  last  few  years  is  somewhat  more  difficult  to  explain.  The 
rapid  increase  in  investment  in  Europe  generally  reflects,  of  course,  a  desire 
to  participate  in  a  large  and  rapidly  expanding  new  market. 

Earnings  on  investments  in  Eurof>e,  however,  have  fallen  since  1962. 
Between  1955  and  1962,  rates  of  return  on  investments  of  U.S.  manufac¬ 
turing  affiliates  in  Europe,  at  14  to  19  percent,  were  significantly  higher 
each  year  than  the  10  to  15  percent  earned  by  U.S.  manufacturers  at  home. 
However,  since  1962,  earnings  on  direct  investments  in  Europie  have  varied 
between  12  and  14  percent,  about  the  same  as,  or — in  1965 — even  below. 
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those  in  the  United  States.  It  is  possible  that  long-term  plans  for  expansion 
of  foreign  operations  decided  upon  in  the  earlier  period  have  dictated  the 
large  investment  outflows  of  recent  years. 

Whatever  the  reasons  for  the  sharp  increase  in  direct  investment  and  bank 
lending  in  1963-64,  it  clearly  was  imposing  an  intolerable  strain  on  the  U.S. 
balance  of  payments. 

Consequently,  early  in  1965,  the  United  States  introduced  a  program  of 
voluntary  restraint  on  foreign  investment  by  U.S.  corporations  and  banks. 
This  program  was  designed  to  moderate  the  capital  outflow  to  the  devel- 
of>ed  countries,  while  not  interfering  with  the  flow  to  the  less  developed. 
The  Federal  Reserve  program  requested  that  banks  limit  their  increase 
in  claims  on  foreigners  in  1965  to  5  percent  of  the  outstanding  claims  at  the 
start  of  the  year;  a  further  4  percent  increase  was  the  suggested  limit  in  1966. 
Banks  were  asked  to  give  priority  to  export  financing  and  credits  to  less 
developed  countries.  Similar  guidelines  were  applied  to  foreign  lending 
by  other  financial  institutions.  This  program — together  with  the  effects 
of  tight  money — achieved  a  $2^2  billion  favorable  swing  in  bank  lending 
from  1964  to  1965  and  a  further  $200  million  improvement  in  1966. 

The  Department  of  Commerce,  early  in  1965,  asked  large  nonfinancial 
corp)orations  to  make  a  maximum  effort  to  expand  their  net  payments 
balances  and  to  repatriate  liquid  funds.  Late  in  1965,  corporations  were 
asked  to  limit  their  average  annual  direct  investment  outflows  (including 
reinvested  earnings,  but  net  of  U.S.  corpxjrate  borrowing  abroad)  for  1965-66 
to  specified  developed  and  oil  exporting  countries  to  no  more  than  135 
jjercent  of  the  average  annual  flow  in  1962-64. 

Under  the  Commerce  program,  firms  have  been  encouraged  to  obtain 
maximum  foreign  financing.  An  indication  of  the  program’s  success  is  the 
sharp  surge  in  U.S.  corporate  borrowing  abroad.  In  particular,  U.S.  cor¬ 
porations  issued  more  than  $500  million  of  securities  in  foreign  capital 
markets  during  the  first  three  quarters  of  1966.  (These  issues  are  included 
in  Table  31  under  foreign  inveWment  in  U.S.  securities;  it  offsets  a  part  of 
the  debit  on  direct  investment.)  In  addition,  borrowing  by  foreign  sub¬ 
sidiaries  of  U.S.  corporations  has  increased,  reducing  the  need  for  outflows 
from  the  United  States. 

With  these  adjustments  in  financing,  U.S.  corjxjrations  continued  their 
extraordinary  expansion  of  plant  and  equipment  expenditures  abroad. 
Outlays  in  1965  were  more  than  20  percent  higher  than  in  1964;  a  further 
substantial  increase  is  estimated  for  1966,  to  an  amount  nearly  double  the 
outlays  in  1962.  The  increase  from  1965  to  1966  in  U.S.  manufacturing 
investment  in  EEC  countries  may  have  been  more  than  one-third. 

Foreign  Capital.  Higher  yields  on  U.S.  securities  in  1%6  attracted  a  large 
inflow  of  foreign  capital,  particularly  into  Government  agency  obligations 
and  certificates  of  deposit  issued  by  U.S.  banks.  Foreign  official  agencies  and 
international  organizations  shifted  a  substantial  volume  of  liquid  dollar 
claims  into  these  instruments. 


The  inflow  of  foreign  private  liquid  capital  that  occurred  in  the  third 
quarter  of  1966  was  particularly  lar^e.  U.S.  monetary  tightness  provided 
a  strong  pull  to  such  funds.  Some  of  the  inflow  clearly  reflected  a  movement 
out  of  sterling  during  the  period  of  acute  pressure  in  July  and  August. 
Although  an  upward  trend  in  private  foreign  demand  for  dollar  balances  is 
to  be  expected,  the  surge  that  occurred  in  the  third  quarter  will  obviously  not 
continue  and  may  be  partly  reversed  in  the  future. 

Most  of  the  inflow  represented  borrowing  by  U.S.  banks  from  their 
foreign  branches  as  the  home  offices  of  U.S.  banks  responded  to  tightness 
in  their  reserve  p>ositions.  The  foreign  branches,  able  to  offer  higher  rates 
to  depositors  than  those’ allowed  in  the  United  States,  gathered  a  substantial 
volume  of  short-term  funds  abroad.  Although  this  flow  of  funds  did  not 
reduce  the  U.S.  deficit  on  liquidity  account,  it  did  prevent  what  would 
otherwise  have  been  a  larger  flow  of  dollars  into  the  hands  of  foreign  official 
monetary  agencies,  and  thereby  placed  the  official  settlements  account  in  sub¬ 
stantial  surplus  in  the  third  quarter.  It  probably  held  down  the  loss  in 
U.S.  reserve  assets  at  a  time  when  there  was  temporary  deterioration  in 
other  parts  of  the  balance  of  payments. 

PROSPECTS  AND  POLICIES  FOR  1967 

The  U.S.  trade  surplus  should  resume  its  growth  in  1967.  Indeed,  im¬ 
provement  may  have  b^un  in  the  fourth  quarter  of  1966.  Success  of  the 
domestic  economic  policies  described  in  Chapter  1  will  be  essential  to  im¬ 
provement  of  the  trade  surplus.  A  moderate  pace  and  more  balanced 
pattern  of  domestic  economic  advance  should  lower  the  ratio  of  imports 
to  domestic  income  from  the  peak  recorded  in  1966.  While  imports  grow 
at  a  slower  rate,  exp>ort  expansion  should  continue  to  be  strong,  given 
favorable  growth  rates  in  foreign  markets  and  the  increase  in  dollar  earnings 
enjoyed  by  foreigners  in  1966.  The  easing  of  domestic  demand  pressures 
and  more  stable  prices  should  enable  U.S.  producers  to  take  full  advantage 
of  expert  opportunities. 

In  addition,  the  U.S.  Government  will  undertake  further  active  efforts 
to  promote  exports,  in  part  through  expanded  credit  facilities  of  the  Export- 
Import  Bank.  Steps  are  also  being  taken  to  attract  a  substantially  laiger 
number  of  tourists  to  the  United  States.  The  special  task  force  on  travel 
which  the  President  will  appoint  in  the  near  future  should  lay  the  ground¬ 
work  for  a  greatly  intensified  long-run  effort  in  this  area. 

Military  expenditures  abroad  will  continue  to  be  large,  although  they  will 
probably  grow  at  a  slower  rate  than  in  1966.  At  the  same  time,  the  excess 
of  investment  income  receipts  over  payments  should  show  a  substantial 
growth.  The  surplus  on  goods  and  services,  then,  should  improve  in  1%7. 

Just  as  the  capital  account  of  the  U.S.  balance  of  payments  last  year 
benefited  greatly  from  the  sharp  tightening  of  monetary  conditions,  relax¬ 
ation  of  credit  could  create  pressures  in  1967  for  increased  private  capital 


outflows  and  reduced  foreign  inflows.  This  makes  it  especially  important 
that  the  programs  to  limit  capital  outflows  be  continued  and  strengthened. 

Strengthened  Voluntary  Programs 

The  1967  guidelines  for  the  Federal  Reserve  and  the  Department  of 
Commerce  voluntary  restraint  programs,  issued  last  December,  reflect  these 
considerations.  Commercial  banks  by  late  1966  were  more  than  $1.2  billion 
under  their  Federal  Reserve  guideline  ceilings.  To  limit  the  potential  in¬ 
crease  in  total  foreign  lending  during  1967,  the  Federal  Reserve  asked  each 
bank  to  continue  to  observe,  throughout  1967,  its  existing  ceiling  of  109 
percent  of  the  claims  outstanding  as  of  the  end  of  1964.  Banks  were  also 
asked  to  use  their  leeway  under  the  ceiling  only  gradually — not  more  than 
one-fifth  of  it  per  quarter — beginning  with  the  fourth  quarter  of  1966.  More¬ 
over,  to  assure  that  such  credits  as  are  extended  will  be  devoted  primarily 
to  the  financing  of  experts  or  to  meet  the  credit  needs  of  developing  coun¬ 
tries,  any  increase  in  nonexport  credits  to  developed  countries  is  to  be  limited 
to  10  percent  of  the  leeway  existing  on  September  30,  1966.  New  and 
greatly  simplified  guidelines  were  also  issued  for  nonbank  financial  insti¬ 
tutions. 

The  guidelines  for  the  Department  of  Commerce  voluntary  program  to 
restrain  direct  investment  outlays  of  business  firms  abroad  were  also  strength¬ 
ened.  The  ceiling  on  direct  investment  outflow  plus  overseas  retained 
earnings  for  the  average  of  the  two  years  1966-67  was  lowered  to  120  per¬ 
cent  of  the  1962-64  average.  With  the  strengthened  program,  the  total  of 
direct  investment  outflows — net  of  borrowings  abroad — and  retained  over¬ 
seas  earnings  in  1967  is  expected  to  be  below  the  actual  level  now  estimated 
for  1966.  The  program  will  continue  to  permit  the  expansion  of  U.S.  plant 
and  equipment  exp>enditures  in  those  countries  covered  to  the  extent  that 
the  expansion  can  be  financed  from  foreign  sources.  It  also  remains  a  fully 
voluntary  program,  confined  to  investments  in  developed  and  oil  exporting 
countries. 

Extension  of  lET 

As  a  further  measure  to  strengthen  existing  programs,  the  President  is 
requesting  a  2-year  extension  of  the  lET,  now  scheduled  to  expire  in 
mid-1967,  and  is  asking  for  authority  to  vary  the  effective  rate  of  the  tax 
between  zero  and  2  percent  a  year.  By  present  law,  the  tax  adds  1  |jer- 
centage  point,  in  effect,  to  the  annual  interest  costs  of  those  foreigners 
subject  to  the  tax  who  borrow  at  long  term  in  the  United  States  or  who  sell 
securities  to  U.S.  citizens. 

TTie  discretionary  authority  sought  by  the  President  would  permit  a 
rapid  and  flexible  respK>nse  to  changing  monetary  conditions  at  home  and 
abroad.  Although  the  present  1  jjercent  rate  has  virtually  eliminated  new 
security  issues  of  countries  which  are  not  exempted,  the  current  rate  could 
prove  ineffective,  if  foreign  countries  do  not  lower  their  high  interest  rates 
while  U.S.  monetary  conditions  ease. 


BALANCE  OF  PAYMENTS  ADJUSTMENT  POLICIES 


As  countries  grow  at  different  rates  and  in  different  ways,  payments 
imbalances  are  bound  to  arise.  The  adjustment  policies  of  each  country 
will  directly  affect  not  only  its  payments  balance  but  its  own  internal  eco¬ 
nomic  performance  and  the  payments  balances  of  other  countries.  There¬ 
fore,  payments  adjustment  should  be  pursued  in  ways  compatible  with  each 
country’s  major  domestic  objectives  and  with  the  broad  interests  of  the 
entire  international  conununity. 

REPORT  ON  THE  ADJUSTMENT  PROCESS 

During  1966,  important  progress  was  made  toward  developing  a  greater 
international  consensus  on  policies  best  suited  for  adjusting  payments  imbal¬ 
ances.  A  report  by  Working  Party  3  of  the  OECD,  prepared  by  representa¬ 
tives  of  the  ten  major  industrial  countries,  carefully  explored  the  nature  of 
the  adjustment  process  and  {x>inted  to  various  possibilities  for  improving  it. 

The  report  reconunended  various  ways  of  strengthening  national  policy 
instruments  and  outlined  a  set  of  informal  guidelines  regarding  appropriate 
adjustment  policies.  In  addition,  it  suggested  a  number  of  step>s  to  im¬ 
prove  adjustment  procedures  through  greater  international  cooperation, 
including  collective  reviews  of  countries’  balance  of  payments  aims;  the 
setting  up  of  an  “early  warning’’  system  for  prompter  identihcation  and 
better  diagnosis  of  payments  imbalances;  and  the  strengthening  of  inter¬ 
national  consultations  with  respect  to  the  sharing  of  responsibilities  for 
adjustment.  These  suggestions  stemmed  from  the  report’s  major  con¬ 
clusions,  which  included  the  following: 

First,  countries  need  to  formulate  their  balance  of  payments  aims  more 
clearly  and  base  their  individual  and  joint  policies  on  aims  that  are  mutually 
consistent  as  well  as  desirable  from  the  viewpoint  of  a  healthy  world  economy. 

Second,  resp>onsil^ility  for  adjustment  must  fall  on  both  surplus  and  dehcit 
countries. 

Third,  countries  need  to  have  available  and  make  use  of  a  wider  range  of 
policy  instruments — both  general  and  selective — and  to  tailor  such  instru¬ 
ments  more  finely  to  the  requirements  of  different  circumstances  and  multi¬ 
ple  pK>licy  goals.  There  is  particular  need  in  many  cases  to  place  greater 
reliance  on  fiscal  policies,  and  less  on  monetary  policies,  in  achieving  internal 
economic  balance,  because  of  the  important  international  ramifications  of 
changes  in  monetary  pwlicy. 

Fourth,  the  prop)er  combination  of  px)licy  instruments  depends  on  the  situ¬ 
ations  encountered  and  the  particular  characteristics  of  the  country  con¬ 
cerned.  No  single  px)licy  prescription  is  appropriate  in  all  cases. 

Fifth,  countries  must  take  continuous  account  of  the  impact  of  their 
actions  on  other  countries.  A  sp>ecial  need  for  international  consultation 
exists  in  the  field  of  monetary  pwlicy  to  avoid  inappropriate  levels  of  interest 
rates. 


U  S.  ADJUSTMENT  POLICIES 

The  strategy  adopted  by  the  United  States  to  improve  its  international 
payments  position  can  be  viewed  in  the  light  of  the  adjustment  principles 
outlined  by  Working  Party  3.  U.S.  pK>licy  has  been  designed  to  mini¬ 
mize  interference  with  basic  domestic  and  international  objectives  of  this 
Nation  and  with  the  healthy  development  of  the  world  economy. 

Monetary  and  fiscal  pwlicies  were  used  in  1966  to  restrain  demand  in 
the  light  of  both  domestic  and  balance  of  payments  considerations.  The 
United  States  has  continued  to  pursue  a  liberal  trade  policy.  It  has 
maintained  its  flow  of  economic  assistance  to  the  less  develop>ed  countries. 
Direct  interference  with  international  transactions  has  been  essentially 
limited  to  Government  transactions  and  restraints  on  the  outflow  of  capital 
to  the  developed  countries  of  the  world. 

Policy  on  Goods  and  Services 

Resort  to  controls  over  private  international  transactions  in  goods  and 
services  has  been  avoided  as  harmful  to  both  the  United  States  and  the  world 
economy.  The  long  and  steady  progress  toward  trade  liberalization  could 
well  be  reversed  by  even  “temporary”  restrictions,  which  could  threaten  to 
become  permanent  shelters  of  protection  for  economic  interest  groups. 
Thus,  U.S.  actions  to  deal  with  the  balance  of  payments  problem  have  main¬ 
tained  the  trend  toward  trade  liberalization  in  which  the  United  States 
has  taken  strong  and  consistent  leadership  since  1934. 

On  the  other  hand,  vigorous  action  has  been  taken  to  minimize  the 
foreign  exchange  costs  of  U.S.  Government  programs.  There  is  no 
precedent  for  the  economic  and  military  assistance  extended  to  foreign  coun¬ 
tries  and  the  military  expenditures  made  abroad  by  the  U.S.  Government 
since  World  War  II.  The  acceptance  of  these  responsibilities  has  involved 
a  major  balance  of  payments  drain. 

U.S.  nonmilitary  foreign  aid  programs — which,  net  of  loan  repayments, 
currently  amount  to  $3.6  billion  a  year — now  have  only  a  limited  net  balance 
of  payments  impact.  This  has  been  achieved  by  tying  aid  so  far  as  feasible 
to  purchases  of  U.S.  goods  and  services.  Although  tying  is  already  broadly 
applied  and  probably  cannot  be  usefully  extended  in  any  major  degree,  con¬ 
tinuing  effort  is  required  to  assure  the  effectiveness  of  the  techniques 
employed. 

U.S.  offshore  military  expenditures  have  been  substantial  during  the 
entire  postwar  period,  reflecting  national  security  requirements  and  com¬ 
mitments  to  allies  in  an  unsettled  world.  The  impact  of  these  expendi¬ 
tures  on  the  U.S.  balance  of  payments  was  reduced  from  a  1958  high  of 
$3.4  billion  to  less  than  $2.9  billion  in  1965;  the  Vietnam  war  caused  a 
sharp  increase,  to  $3.6  billion,  in  1966  (first  three  quarters  at  annual  rate). 
At  the  same  time,  deliveries  of  military  equipment  sold  to  foreign  countries 
rose  from  about  $300  million  a  year  in  1960  to  about  $1.1  billion  for  the  full 
year  1966. 


The  foreign  exchange  costs  of  the  security  program,  even  excluding  Viet¬ 
nam,  remain  high.  The  United  States  is  prepared  to  play  its  full  part  in 
supplying  the  necessary  real  resources  for  the  conunon  defense.  But  it  seems 
reasonable  to  expect  those  allied  countries  whose  payments  positions  benefit 
from  U.S.  expenditures  for  the  common  defense  to  adopt  measures  to  neu¬ 
tralize  their  “windfall”  foreign  exchange  gains — especially  when  their  reserve 
positions  are  strong.  This  could  be  done  in  many  ways.  Specific  arrange¬ 
ments  could  be  worked  out  within  the  framework  of  the  alliance  itself. 
Such  arrangements  could  relieve  strategic  planning  from  balance  of  pay¬ 
ments  constraints  which,  in  the  extreme,  could  jeopardize  our  national 
security  and  that  of  our  allies. 

Policy  on  Capital  Flows 

Over  the  years,  the  outflow  of  U.S.  capital  has  made  a  major  contribution 
to  world  economic  growth.  By  providing  capital  to  areas  where  it  is  rela¬ 
tively  scarce,  U.S.  foreign  investment  raises  foreign  incomes  and  often  leads 
to  a  more  efficient  use  of  world  capital  resources.  U.S.  direct  investment 
has  provided  a  vehicle  for  the  spread  of  advanced  technology  and  manage¬ 
ment  skills.  U.S.  foreign  investment  also  has  yielded  handsome  returns  to 
American  investors  and  substantial  investment  income  receipts  for  the 
balance  of  payments. 

Despite  the  advantages  of  U.S.  foreign  investment  both  to  the  recipient 
countries  and  to  the  United  States,  it  can — like  every  good  thing — be  over¬ 
done.  And  it  was  being  overdone  in  the  early  1960’s.  Just  as  a  p>erson  must 
weigh  and  balance  opportunities  for  investment  that  will  be  highly  profit¬ 
able  in  the  future  against  his  current  wants,  so  must  a  nation  weigh  the  bene¬ 
fits  of  future  foreign  exchange  income  against  current  requirements.  The 
costs  of  adjusting  other  elements  in  the  balance  of  payments  may  be  greater 
than  the  costs  of  sacrificing  future  investment  income. 

It  is  often  true  that  U.S.  investment  abroad  generates  not  only  a  flow  of 
investment  income  but  also  additional  U.S.  exports.  From  a  balance  of 
payments  stand{x>int,  this  is  an  additional  dividend.  Yet  it  is  also  true,  in 
some  cases,  that  U.S.  plants  abroad  supply  markets  that  would  otherwise 
have  been  supplied  from  the  United  States,  with  a  consequent  adverse 
direct  effect  on  U.S.  exports. 

It  is  sometimes  held  that  the  international  flow  of  capital  occurs  always 
and  automatically  in  just  the  economically  “correct”  amount,  and  that  any 
effort  to  affect  this  flow  through  government  measures  constitutes  a  subtrac¬ 
tion  from  the  economic  welfare  of  the  country  of  origin,  the  country  of 
receipt,  and  the  entire  world  community.  Such  a  position  cannot  be 
sustained. 

While  much  of  the  large  flow  of  U.S.  capital  to  the  developed  countries 
is  no  doubt  a  response  to  a  shortage  of  real  capital  there  relative  to  the  United 
States,  the  flow  is  also  influenced  by  many  other  factors.  These  may  include 
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cyclical  differences  in  capacity  utilization,  differences  in  monetary  conditions 
and  financial  structure,  speculation  on  exchange  rates,  tax  advantages,  and 
opportunities  for  tax  evasion — none  of  which  necessarily*  leads  to  a  more 
rational  pattern  of  international  investment. 

High  prospective  returns  on  investment  in  a  particular  country  may 
reflect  a  particular  choice  of  policies  in  the  recipient  country  that  is  quite 
unrelated  to  any  underlying  shortage  of  capital.  If  a  country  chooses  to 
channel  the  bulk  of  its  private  saving  into  low  productivity  uses,  if  it  employs 
a  tight  monetary  policy,  if  it  limits  access  of  its  own  nationals  to  its  capital 
market,  it  will  attract  foreign  capital.  Restraint  on  such  capital  flows  may 
therefore  merely  mean  that  more  of  the  adverse  effect  of  such  domestic 
policies  on  economic  growth  will  rest — as  perhaps  it  should — on  the  country 
that  made  the  policy  choice. 

Trade  restrictions  may  also  lead  to  a  flow  of  capital  that  would  not  other¬ 
wise  take  place.  U.S.  investment  in  the  EEC  has,  at  least  in  part,  been 
induced  by  the  desire  to  get  within  the  tariff  walls  erected  around  a  large 
and  growing  market.  If,  however,  a  continued  movement  toward  trade 
liberalization  may  be  expected,  the  economic  justification  for  some  part  of 
these  capital  flows  is  lessened. 

One  major  stimulant  for  direct  investment  abroad  is  undoubtedly  the 
substantial  advantage  in  technology  and  managerial  skills  which  U.S.  firms 
often  possess.  The  international  transfer  of  these  factors  may  be  embodied 
in  a  capital  outflow  independent  of  the  relative  scarcity  of  capital.  Action 
would  thus  be  appropriate,  not  necessarily  to  curtail  the  investment  itself, 
which  would  interfere  with  the  beneficial  transfer  of  the  scarce  technology 
and  skills,  but  to  transfer  the  source  of  financing  to  the  area  receiving  the 
direct  investment.  This,  indeed,  is  the  primary  intention  and  the  result  of 
the  present  voluntary  program  on  direct  investment. 

Finally,  differential  monetary  conditions  among  countries  can  induce 
capital  flows.  But  monetary  policy  is  an  important  and  useful  instrument 
of  domestic  stabilization  and  growth  as  well  as  of  balance  of  payments  ad¬ 
justment.  During  1960-65,  U.S.  monetary  policy  was  oriented  to  serve 
domestic  expansion.  In  1966,  it  contributed  to  a  desirable  restraint  on 
internal  demand  and  to  an  improved  balance  of  payments.  In  1967, 
relaxation  of  U.S,  monetary  policy  has  begun  in  order  to  help  obtain  a 
better  balance  of  internal  demand.  Appropriate  use  of  restraints  on  capital 
outflows  in  such  forms  as  the  voluntary  programs  and  the  lET  can  usefully 
supplement  monetary  policy  in  prcnnoting  domestic  and  international  goals. 

In  summary,  it  is  clear  that  balance  of  payments  policy  should  not  exempt 
capital  flows  from  its  compass.  It  is  equally  clear  that  the  United  States 
should  be  a  major  capital  exporter.  The  U.S.  programs  have  been  de¬ 
signed  to  maintain  a  reasonable  flow  of  capital,  especially  to  the  less  de¬ 
veloped  countries.  Given  the  alternatives  and  the  need  to  improve  its  pay¬ 
ments  position,  the  United  States  has  restrained  the  outflow  of  capital  as 


preferable  to  cutting  essential  international  commitments,  limiting  inter¬ 
national  trade,  or  restricting  domestic — and  world — economic  growth. 

ADJUSTMENT  POLICIES  OF  OTHER  DEVELOPED  COUNTRIES 

Actions  by  the  United  States  to  improve  its  payments  position  cannot  by 
themselves  assure  that  the  world  payments  pattern  will  be  either  sustainable 
or  desirable  from  an  international  point  of  view.  Such  a  result  is  only  pos¬ 
sible  through  appropriate  efforts  of  both  deficit  and  surplus  countries. 

In  1966,  various  other  countries  pursued  policies  to  reduce  payments 
imbalances.  The  most  dramatic  measures  were  taken  by  the  United  King¬ 
dom,  following  renewed  severe  speculative  attacks  on  the  pound  in  the 
summer,  which  were  initially  met  by  drawings  on  swaps  and  other  short¬ 
term  international  credit  facilities  cooperatively  provided  by  the  financial 
authorities  of  the  major  industrial  countries  and  the  Bank  for  International 
Settlements.  The  British  increased  the  bank  rate  to  7  percent,  provided  a 
strong  dose  of  over-all  fiscal  restraint,  adopted  selective  tax  measures  to 
encourage  increased  productivity,  and  imposed  a  temporary  freeze  on  wages 
and  prices.  These  measures  markedly  reduced  the  earlier  deficit,  and  the 
United  Kingdom  may  soon  move  into  surplus. 

In  Italy  and  Japan,  resumption  of  more  rapid  growth  in  domestic  eco¬ 
nomic  activity,  together  with  policies  favorable  to  increased  capital  exports, 
succeeded  in  reducing  payments  surpluses  as  the  year  progressed.  Indus¬ 
trial  expansion  in  France  similarly  led  to  a  shrinkage  in  that  country’s  over¬ 
all  surplus  as  the  trade  balance  narrowed ;  however,  there  continued  to  be  a 
net  capital  inflow, 

Germany,  which  had  a  payments  deficit  in  1965  for  the  first  time  in  several 
years,  swung  back  to  a  sizable  surplus  in  1966.  Monetary  policy  was  tight¬ 
ened  mainly  to  contain  inflation.  As  a  result,  domestic  investment  slowed 
markedly,  and  the  trade  surplus  increased  sharply.  The  payments  surplus 
was  still  expanding  at  year  end.  In  January  1967,  Germany  took  a  welcome 
step  toward  monetary  ease  by  lowering  the  central  bank  discount  rate. 

Although  somewhat  reduced  from  the  preceding  year,  payments  im¬ 
balances  continued  large  in  1966.  In  some  countries,  corrective  policies 
are  clearly  needed  to  prevent  imbalances  from  growing  still  larger  in  the 
current  year.  Moreover,  considerable  question  remains  whether  the  pattern 
of  adjustment  in  1967  will  permit  a  fully  satisfactory  rate  of  economic  growth 
in  the  industrial  countries,  and  an  adequate  flow  of  capital  to  the  less  de¬ 
veloped  world. 

The  United  States  will  be  actively  pursuing  policies  to  strengthen  its 
payments  position  in  1967.  But  reduction  of  U.S.  deficits  must  have  a 
counterpart  in  reduced  surpluses  or  increased  deficits  elsewhere.  If  the 
impact  of  the  U.S.  payments  improvement  were  to  fall  largely  on  the 
United  Kingdom  or  the  less  developed  countries,  the  international  payments 
system  would  suffer  rather  than  benefit.  From  the  viewpoint  of  a  viable 


international  payments  pattern,  consequently,  there  is  no  real  alternative :  it 
is  the  countries  with  strong  underlying  payments  positions  and  large  reserves 
which  must  absorb  a  major  share  of  the  impact  of  reduced  U.S.  and  U.K. 
deficits.  In  particular,  a  marked  reduction  is  needed  in  the  chronic  over-all 
surplus  of  the  major  industrial  countries  of  Continental  Europe. 

The  surplus  countries  also  bear  a  significant  share  of  the  responsibility 
for  assuring  that  the  manner  in  which  adjustment  takes  place  is,  to  the  great¬ 
est  extent  possible,  consistent  with  the  broad  objectives  of  the  international 
economic  community  as  a  whole. 

Most  importantly,  adjustment  policies  should  not,  in  the  aggregate,  pre¬ 
vent  a  healthy  rate  of  worldwide  economic  growth  compatible  with  reason¬ 
ably  stable  price  levels.  In  the  United  States,  demand  policies  aiming  at  a 
slower  rate  of  growth  than  that  of  1966  are,  of  course,  entirely  appropriate 
on  purely  domestic  grounds.  But  an  even  more  marked  slowdown  in  de¬ 
mand  than  is  needed  for  proper  domestic  balance  would  entail  serious  social 
and  economic  costs  at  home  and  could  risk  a  recession.  Given  the  massive 
weight  of  the  United  States  in  the  world  economy,  such  a  policy  would  risk 
a  slowdown  in  trade  and  economic  growth  on  a  worldwide  basis. 

On  the  other  hand,  the  objectives  of  international  economic  expansion  and 
payments  adjustment  are  simultaneously  served  when  surplus  countries  with 
lagging  internal  demand  take  effective  steps  to  spur  the  pace  of  economic 
activity — as  was,  for  example,  true  of  France,  Italy,  and  Japan  during  the 
past  year.  In  1%7,  a  number  of  surplus  countries  will  be  in  a  good  position 
to  contribute  significantly  to  better  international  payments  equilibrium  in 
this  fashion,  without  running  serious  risks  of  engendering  inflationary 
pressures. 

Surplus  countries  also  have  a  special  responsibility  for  fostering  relative 
freedom  in  international  transactions.  As  the  report  of  Working  Party  3 
pointed  out,  it  is  desirable — wherever  possible — that  adjustment  take  place 
“through  the  relaxation  of  controls  and  restraints  over  international  trade 
and  capital  movements  by  surplus  countries,  rather  than  by  the  imposition 
of  new  restraints  by  deficit  countries.”  In  the  past  year,  Italy  and  Japan 
generally  followed  policies  that  facilitated  capital  outflows;  the  recently 
announced  intention  of  the  French  Government  to  liberalize  capital  con¬ 
trols  is  also  a  hojieful  development.  There  is,  however,  scope  for  further 
measures  by  various  surplus  countries  to  liberalize  the  regulations  that  govern 
capital  outflows  and  also  to  ease  restrictions  on  imjX)rts.  More  liberal  im¬ 
port  policies  would  both  improve  payments  balance  and  counter  domestic 
inflation. 

In  1966,  there  was  an  escalation  of  monetary  restraint.  The  sharp  tighten¬ 
ing  of  monetary  policies  in  the  United  States,  undertaken  largely  for  do¬ 
mestic  reasons,  did  help  significantly  to  contain  the  U.S.  payments  deficit 
during  the  year.  Monetary  action  also  was  a  key  feature  in  the  program  to 
defend  the  British  pound.  But  countries  in  a  strong  reserve  position 
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also  placed  heavy  reliance  on  restrictive  monetary  policies  to  con¬ 
tain  domestic  demand.  The  net  effect  of  all  these  actions,  and  of  the 
failure  of  most  other  countries  to  take  active  steps  to  avoid  monetary  strin¬ 
gency,  was  a  dramatic  upward  movement  in  interest  rates  on  a  worldwide 
basis  (Chart  17).  Between  September  1965  and  September  1966,  rates 
on  90-day  Eurodollar  deposits  increased  from  4.4  percent  to  6.7  percent; 
yields  on  long-term  international  bond  issues  rose  by  more  than  a  full 
percentage  point;  and  there  were  marked  increases  in  long-term  government 
bond  yields  in  all  major  industrial  countries. 

The  extent  to  which  the  present  high  worldwide  level  of  interest  rates  aids 
the  process  of  balance  of  payments  adjustment  is  doubtful.  The  substantial 
beneht  to  the  U.S.  balance  of  payments  from  the  tightening  of  U.S.  mone¬ 
tary  conditions  stemmed  from  differential  monetary  conditions  here  and 
abroad.  The  potential  magnitude  of  such  effects  is  reduced  when  surplus 
countries  simultaneously  permit  or  even  encourage  their  own  interest  rates 
to  rise. 

From  the  standpoint  of  world  economic  growth,  it  would  be  preferable 
if  payments  adjustment  took  place  at  a  lower  average  level  of  interest  rates 
than  has  recently  prevailed.  Precisely  what  level  is  appropriate  is  a  matter 
that  deserves  continuing  international  discussion. 

Given  the  key  role  of  the  United  States  in  international  financial  markets, 
a  general  easing  in  international  monetary  conditions  would  be  greatly  aided 
by  a  lessening  of  monetary  tightness  in  the  United  States.  A  move  in  this 
direction,  already  under  way,  will  have  major  benefits  for  domestic  eco¬ 
nomic  balance.  But  if  credit  relaxation  were  confined  to  the  United  States, 
it  would  not  promote  a  better  balance  of  payments  adjustment  either  for 
this  country  or  for  the  major  surplus  countries  of  Europe.  Moreover,  at 
least  in  some  important  European  economies,  monetary  easing  would  help 
to  facilitate  needed  domestic  economic  growth.  It  would  appear,  there¬ 
fore,  that  movement  toward  easier  credit  conditions  by  the  countries  of 
Western  Europe  would  promote  their  own  and  the  general  welfare.  Where 
necessary  for  domestic  reasons,  demand  restraint  could  be  maintained  by 
greater  reliance  on  fiscal  policy. 

If  the  major  surplus  countries  adjust  mainly  by  permitting  their  trade 
surpluses  to  decline,  this  can  lead  to  a  substantially  improved  trade  surplus 
for  the  United  States  and  permit  it  to  maintain  and  even  augment  its  role  as 
a  major  capital  exporter.  Alternatively,  if  the  large  surplus  countries — and 
particularly  the  EEC  countries — wish  to  continue  to  maintain  a  substantial 
surplus  on  current  account,  they  should  assume  a  larger  share  of  the  resp>on- 
sibility  for  providing  financial  capital  where  it  is  needed. 

Some  progress  in  this  direction  has,  in  fact,  recently  been  made,  partly 
under  the  spur  of  the  more  restricted  access  to  U.S.  capital  markets.  New- 
international  bond  issues  in  Europe  during  the  first  three  quarters  of  1966, 
for  example,  were  at  an  annual  rate  of  about  $1.4  billion — four  times  the 
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Chart  17 


Interest  Rates  in  Selected  Countries 
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■Vu.S.  AND  U.K.,  3^MNTH  TREASURY  BILLS,  GERMANY,  34I0NTH  INTERBANK  LOANS,  SWITZERLAND,  3- 
MONTN  BANK  DEPOSITS. 

1/u.S.,  10-YEAR  TAXABLE  BONDS,  U.K.,  WAR  LOANS;  GERMANY,  PUBLIC  AUTHORITY  BONDS,  SWITZERLAND, 
GOVERNMENT  BONDS. 

NOTE.-OATA  PLOTTED  ARE  ANNUAL  TI1R0UGH  IMS,  QUARTERLY  THEREAFTER. 

SOURCES:  TREASURY  DEPARTMENT  AND  BOARD  OF  GOVERNORS  OF  THE  FEDERAL  RESERVE  SYSTEM. 
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$360  million  level  in  1962,  the  year  preceding  the  introduction  of  the  Interest 
Equalization  Tax.  It  is  highly  desirable,  however,  that  the  surplus  coun¬ 
tries  take  stronger  steps  to  enlarge  the  capacity  of  their  capital  markets 
and  to  assure  an  adequate  volume  of  long-term  capital  exjjorts  (including 
foreign  aid),  especially  to  the  less  developed  countries. 


INTERNATIONAL  MONETARY  REFORM 

The  avoidance  or  appropriate  correction  of  large-scale  payments  imbal¬ 
ances  is  of  key  importance  in  facilitating  sound  world  economic  growth  and 
relatively  unfettered  international  trade  and  payments.  But  better  adjust¬ 
ment  alone  is  not  sufficient  to  attain  these  objectives. 

In  the  long  run,  most  countries  seek  some  steady  increase  in  their  inter¬ 
national  reserves.  With  growing  world  transactions,  this  has  meant  that 
they  have  generally  sought  to  have  surpluses  rather  than  dehcits  in  their 
balances  of  payments.  Obviously,  however,  all  countries  cannot  attain  such 
a  goal  simultaneously.  At  present,  only  the  flow  of  new  gold  into  monetary 
reserves  can  permit  a  steady  accumulation  of  reserve  assets  by  some  coun¬ 
tries  without  corresponding  deficits  for  others. 

This  flow  of  new  gold  has,  for  many  years,  been  inadequate.  For  much  of 
the  postwar  period,  dollars  supplied  through  U.S.  deficits  served  as  the  major 
supplement  to  gold  in  new  reserve  creation.  For  reasons  already  cited,  how¬ 
ever,  the  dollar  can  no  longer  be  expected  to  perform  this  task  in  the  same 
way;  nor  can  it  be  assumed  that  adequate  new  reserves  will  accrue  in  the 
form  of  automatic  drawing  rights  at  the  IMF,  as  the  byproduct  of  the 
Fund’s  normal  lending  operations.  To  satisfy  desires  for  rising  official 
monetary  reserves  over  the  longer  run  and  to  eliminate  dependence  of 
the  world  economy  on  the  vagaries  of  gold  production,  deliberate  genera¬ 
tion  of  new  reserve  assets  is  needed  on  a  cooperative  international  basis. 

In  1966,  significant  progress  was  made  toward  setting  up  a  mechanism  for 
such  deliberate  reserve  creation.  Representatives  of  the  major  industrial 
countries  known  as  the  Group  of  Ten  agreed  that  it  is  prudent  to  begin  the 
preparation  of  a  contingency  plan  now.  They  also  agreed  that  deliberate 
reserve  creation  should  be  tailored  to  global  needs  rather  than  the  financing 
of  individual  balance  of  payments  deficits;  that  decisions  on  the  amount 
of  reserves  to  be  created  should  be  made  for  some  years  ahead;  and  that 
reserve  assets  should  be  distributed  to  all  members  of  the  Fund,  on  the  basis 
of  IMF  quotas  or  comparable  objective  standards.  While  the  negotiations 
in  the  Group  of  Ten,  and  parallel  deliberations  by  the  Executive  Directors 
of  the  Fund,  did  not  result  in  complete  accord  on  the  precise  form  and 
use  of  new  reserve  assets,  the  exploration  of  technical  details  produced 
substantial  agreement  regarding  the  nature  of  alternative  “building  blocks” 
that  might  be  incorporated  in  the  final  contingency  plan. 

A  major  accomplishment  in  1966  was  the  initiation  of  a  second  stage  of 
international  monetary  negotiations  late  in  the  year,  involving  joint  dis- 
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cussions  of  the  Executive  Directors  of  the  Fund  and  the  Deputies  of  the 
Finance  Ministers  and  Central  Bank  Governors  of  the  Group  of  Ten.  It  is 
hoped  that  these  meetings,  which  have  already  shown  great  promise,  will 
by  the  time  of  the  next  Annual  Meeting  of  the  Fund  lead  to  a  wide  consensus 
on  the  key  remaining  points  at  issue. 

Differences  of  view  on  two  of  these  points  already  seem  to  be  narrowing. 
There  now  appears  to  be  a  widespread  feeling  that  the  needs  of  the  inter¬ 
national  monetary  system  can  best  be  served  if  deliberate  reserve  creation  is 
effected  through  the  development  of  an  entirely  new  reserve  unit,  distributed 
to  all  Fund  members.  At  the  same  time,  there  is  increasing  recognition  that 
satisfactory  procedures  can  be  developed  to  make  the  new  reserve  asset  gen¬ 
erally  acceptable  without  linking  its  use  to  specified  payments  of  gold. 

Probably  the  most  important  outstanding  issue  is  the  precise  manner  in 
which  decisions  on  reserve  creation  are  to  be  made.  There  is  good  reason 
to  expect,  however,  that  this  question  can  be  resolved  in  ^  way  that  takes 
account  of  the  legitimate  needs  and  interests  of  all  the  countries  represented 
in  the  negotiations. 

While  the  progress  made  in  the  negotiations  thus  gives  ground  for  con¬ 
siderable  satisfaction,  it  is  also  true  that  the  need  for  developing  a  con¬ 
tingency  plan  for  deliberate  reserve  creation  has  become  more  urgent. 

One  reason  is  that  it  can  no  longer  be  assumed  that  U.S.  deficits  will 
automatically  increase  world  reserves.  These  deficits,  which  for  much 
of  the  p)ostwar  period  were  the  main  element  in  new  reserve  creation,  have 
since  the  end  of  1964  made  no  net  contribution  to  .  the  rise  in  world  re¬ 
serves.  Indeed,  in  September  1966,  the  dollar  holdings  in  the  official 
reserves  of  other  countries  were  actually  smaller  than  21  months  earlier, 
both  in  absolute  terms  and  after  a  rough  adjustment  for  seasonal  influences. 
Over  this  period,  total  U.S.  gold  sales  to  other  countries  were  more  than 
twice  as  large  as  the  accumulated  U.S.  balance  of  payments  deficit  on 
official  settlements.  Thus,  the  manner  in  which  the  U.S.  deficit  was  fi¬ 
nanced  has  tended  to  reduce,  rather  than  augment,  the  total  of  world 
reserves. 

Second,  the  flow  of  gold  into  monetary  channels  has  been  sharply  re¬ 
duced  recently.  While  final  estimates  for  1966  are  not  yet  available,  it  is 
likely  that  there  was  virtually  no  net  addition  of  gold  to  monetary  reserves 
during  the  year.  In  1965,  only  $240  million  of  new  gold  entered  into  mone¬ 
tary  stocks.  This  contrasts  with  an  annual  average  of  about  $600  million 
in  the  decade  ended  in  1964. 

TTiird,  it  is  significant  that  the  modest  increase  in  over-all  world  reserves 
that  did  occur  in  the  recent  past  reflected  very  special  circumstances.  Dur¬ 
ing  the  21-month  period  from  the  end  of  1964  through  September  1966, 
world  reserves  increased  by  about  $1.8  billion.  But  the  largest  part  of  this 
increase  was  a  byproduct  of  the  difficulties  exjserienced  by  the  British  pound, 
which  caused  the  U.K.  authorities  to  draw  $1.4  billion  from  the  IMF;  a 
large  portion  of  this  drawing,  in  turn,  increased  reserve  claims  on  the  Fund  by 
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other  countries.  Not  only  can  transactions  of  this  kind  no  longer  be  counted 
upon  to  add  to  world  reserves  as  the  British  situation  improves,  but  repay¬ 
ment  of  Britain’s  debt  could  actually  lead  to  a  contraction  of  reserves. 

These  considerations  suggest  that  the  time  when  deliberately  created  re¬ 
serves  are  needed  may  be  closer  at  hand  than  is  often  realized.  In  any 
event,  continued  uncertainty  regarding  the  nature  of  a  contingency  plan  and 
the  timing  of  its  adoption  can  be  a  growing  source  of  uneasiness  in  inter¬ 
national  financial  markets  and  interfere  with  the  smooth  working  of  the 
adjustment  process.  Clear  agreement  on  a  contingency  plan,  on  the  other 
hand,  would  be  a  major  factor  in  strengthening  confidence  in  the  world 
monetary  system  and  in  reducing  gold  hoarding  and  would  help  lessen  the 
tendency  of  countries  to  pursue  unattainable  balance  of  payments  aims. 

The  essential  tasks  for  1967  thus  are  to  improve  the  process  of  payments 
adjustment  through  increased  international  cooperation  and  to  move  deci¬ 
sively  toward  establishing  a  mechanism  for  deliberate  reserve  creation.  The 
two  tasks  are  intimately  interwoven ;  success  in  both  is  necessary  to  provide 
a  sound  climate  for  world  economic  growth  and  relative  freedom  in  trade 
and  capital  transactions,  as  well  as  to  assure  an  adequate  flow  of  long-term 
capital  from  the  developed  to  the  less  developed  countries. 
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Appendix  A 

REPORT  TO  THE  PRESIDENT  ON  THE  ACTIVITIES  OF 
THE  COUNCIL  OF  ECONOMIC  ADVISERS  DURING  1966 


LETTER  OF  TRANSMITTAL 


The  President. 


December  31, 1966. 


Sir:  The  Council  of  Economic  Advisers  submits  this  report  on  its  activities 
during  the  calendar  year  1966  in  accordance  with  the  requirements  of 
Congress,  as  set  forth  in  section  4(d)  of  the  Employment  Act  of  1946. 
Respectfully, 

Gardner  Ackley,  Chairman 
James  S.  Duesenberry 
Arthur  M.  Okun 


201 


Report  to  the  President  on  the  Activities  of  the 
Council  of  Economic  Advisers  During  1966 

Throughout  1966  the  Council  of  Economic  Advisers  was  confronted  with 
the  challenge  of  analyzing  the  problems  and  opportunities  of  a  prosperous 
economy,  now  at  full  employment  for  the  hrst  time  in  more  than  a  decade. 
The  problem  of  reconciling  full  employment  and  price  stability  introduced  a 
new  emphasis  into  every  area  of  the  Council’s  work — hscal  and  monetary 
analysis,  examination  of  manpower  problems  and  of  programs  for  efficiency 
in  industry,  and  study  of  balance  of  payments  issues.  Some  of  our  specihc 
activities  in  the  price  area  are  described  more  fully  in  our  Annual  Report. 
In  recent  months  the  pressures  on  prices  seem  to  have  been  more  restrained, 
as  economic  policies  have  sought  to  turn  the  expansion  along  the  path  of 
full  employment  growth.  The  challenge  for  the  Council  in  1967  is  to  con¬ 
tribute  to  the  shaping  of  policies  that  will  maintain  expansion  along  that 
path. 

Council  Membership 


Gardner  Ackley  and  Arthur  M.  Okun  continued  to  serve  as  Council  mem¬ 
bers  in  1966,  with  Mr.  Ackley  as  Chairman.  James  S.  Duesenberry  joined 
the  Council  on  February  2,  replacing  Otto  Eckstein  who  returned  to  his 
position  as  Professor  of  Economics  at  Harvard  University.  Messrs.  Ackley, 
Okun,  and  Duesenberry  are  on  leave  from  the  University  of  Michigan,  Yale 
University,  and  Harvard  University,  respectively. 

Following  is  a  list  of  all  past  Council  members  and  their  dates  of  service ; 


Name 

Position 

Oath  of  office  date 

Separation  date 

November  1, 1949. 

Acting  Chairman . 

November  2, 1949 . 

May  10, 1950 . 

January  20, 1953. 

May  10,  i950 . 

February  11, 1953. 
August  20, 1952. 
January  20, 1953. 

March  19, 1^  . 

September  15»  1953.... 

February  9, 1955. 
April  29, 1955. 
October  31, 1958. 

Joseph  S.  bavls . 

May  2, 1955. . 

April  4, 1955 . 

Chairman . 

December  3, 1956 . 

January  20, 1961. 

January  31, 1950. 
January  20, 1961. 
January  20, 1961. 

July  31,  1962. 
December  27, 1962. 
November  15, 1964. 
August  31, 1964. 
February  1, 1966. 

Karl  Brandt . 

Henry  C.  Wallich . 

May  7, 1969  . 

James  Tobin . 

Kermit  Gordon . 

Walter  W.  Heller . 

John  P.  Lewis . 

May  17, 1963 . 

Otto  Eckstein . 
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Council  Staff 


At  the  end  of  1966,  members  of  the  Council’s  professional  staff  were 
Henry  J.  Aaron,  Shirley  M.  Almon,  G.  Paul  Balabanis,  Guy  Black,  Jack  W. 
Carlson,  Donald  E.  Cullen,  Stanley  L.  Friedlander,  Catherine  H.  Furlong, 
Stephen  M.  Goldfeld,  Frances  M.  James,  David  T,  Kresge,  Wilfred  Lewis, 
Jr.,  David  W.  Lusher,  Carey  P.  Modlin,  Jr.,  Saul  Nelson,  Alfred  Reifman, 
Frank  W.  Schiff,  and  Charles  B.  Warden,  Jr. 

Each  year  a  number  of  staff  members  who  have  joined  the  Council  on  a 
temporary  basis  return  to  their  posts  in  private  life  or  in  government.  Those 
leaving  the  Council  in  1966  were  John  J.  Arena,  Stanley  W.  Black,  John 
W.  Dorsey,  Jr.,  Theodore  J.  Goering,  Susan  J.  Lepper,  Paul  W.  MacAvoy, 
Benjamin  A.  Okner,  Theodore  K.  Osgood,  R.  Robert  Russell,  Martin 
Segal,  Lewis  J.  Spellman,  and  Paul  J.  Taubman. 

Continuing  its  practice  of  discussing  economic  developments  and  prob¬ 
lems  with  leading  members  of  the  economics  profession,  the  Council  in  1966 
called  on  the  following  consultants:  W.  H.  Locke  Anderson,  G.  Leland 
Bach,  James  T.  Bonnen,  William  G.  Bowen,  William  H.  Branson,  William 
M.  Capron,  Benjamin  Chinitz,  Gerhard  Colm,  Richard  N.  Cooper,  Peter  P. 
Domer,  John  T.  Dunlop,  Otto  Eckstein,  R.  Aaron  Gordon,  Kermit  Gor¬ 
don,  Walter  W.  Heller,  Myron  L.  Joseph,  Carl  Kaysen,  Stanley  Lebergott, 
Allen  H.  Lerman,  Harold  M.  Levinson,  John  V.  Lintner,  Jr.,  Edwin  S. 
Mills,  Richard  A.  Musgrave,  Joseph  A.  Pechman,  Merton  J.  Peck,  Frank  C. 
Pierson,  George  L.  Perry,  Albert  E.  Rees,  Melvin  Rothbaum,  Paul  A. 
Samuelson,  Robert  M.  Solow,  Daniel  B.  Suits,  Charles  A.  Taff,  Lester  D. 
Taylor,  Lester  C.  Thurow,  James  Tobin,  and  Robert  C.  Turner. 

The  Council  extended  into  the  winter  months  its  graduate  student  intern 
program,  which  was  started  in  1961  and,  until  1%6,  had  been  carried  on 
in  only  the  summer  months.  Graduate  students  working  with  the  Council 
for  various  periods  in  1966  were  Arthur  J.  Alexander,  Barry  P.  Bosworth, 
Terrence  R.  Colvin,  Robert  J.  Flanagan,  E.  Duncan  Moose,  Larry  B. 
Morse,  Ralph  E.  Pochoda,  and  Kenneth  R.  Smith. 

As  in  the  past,  the  Council  received  loyal  and  energetic  assistance  from  its 
nonprofessional  staff.  Members  of  this  staff  at  the  end  of  1966  were 
Dorothy  Bagovich,  Teresa  D.  Bradburn,  Louis  P.  Brighthaupt,  Carrie  E. 
Bryant,  Carol  S.  Burke,  Gladys  R.  Durkin,  Catherine  Fibich,  Charlotte 
Fremon,  James  W.  Gatling,  Laura  B.  Hoffman,  Christine  L.  Johnson, 
Constance  R.  King,  Bessie  M.  Lafakis,  Patricia  A.  Lee,  June  A.  Liverman, 
Dorothy  L.  Reid,  Earnestine  Reid,  Gail  Roberts,  Bettye  T.  Siegel,  Daisy  M. 
Sindelar,  Nancy  F.  Skidmore,  Roselle  Smith,  Margaret  L.  Snyder,  Mary 
Alice  Spriggs,  Miriam  E.  Vincent,  and  Elizabeth  A.  Zea. 

In  1%6,  as  in  earlier  years,  the  Council  relied  upon  the  editorial  skills 
of  Miss  Dorothy  Wescott  in  preparing  the  Annual  Report. 


204 


Council  Activities 


The  Council  of  Economic  Advisers  was  established  as  an  agency  of  the 
Federal  Government  nearly  21  years  ago  by  the  Employment  Act  of  1946. 
Under  the  Act,  the  Council  is  charged  with  the  responsibility  of  analyzing 
and  interpreting  economic  developments  and  of  recommending  economic 
policies  that  will  promote  the  goals  of  “maximum  employment,  production, 
and  purchasing  |X)wer.” 

The  Council’s  chief  responsibility  is  to  keep  the  President  fully  informed 
of  economic  developments  and  emerging  problems  which  may  affect  the 
Nation’s  economy.  To  meet  this  responsibility,  the  Council  continuously 
reviews  economic  conditions,  undertakes  special  studies  of  particular  prob¬ 
lem  areas,  and  makes  recommendations  concerning  Government  programs 
and  policies.  The  Council  confers  regularly  with  all  major  Government 
agencies  having  responsibilities  in  the  economic  held. 

The  Secretary  of  the  Treasury,  the  Director  of  the  Bureau  of  the  Budget, 
and  the  Chairman  of  the  Council  and  their  respective  staffs  (the  “Troika”) 
provide  the  President  with  a  continuous  joint  assessment  of  the  economic 
and  budgetary  outlook  for  the  current  and  subsequent  hscal  years,  and, 
where  appropriate,  analyze  the  effects  of  alternative  hscal  policies.  The 
heads  of  the  “Troika”  agencies  and  their  associates,  together  with  the  Chair¬ 
man  of  the  Board  of  Governors  of  the  Federal  Reserve  System,  meet 
periodically  as  the  “Quadriad”  with  the  President  to  discuss  domestic  and 
international  monetary  problems.  Joint  staff  work  among  the  “Quadriad” 
agencies  contributed  in  1966  to  improved  coordination  of  hscal  and  mone¬ 
tary  fxilicies. 

In  addition  to  its  regular  and  informal  consultations  with  other  Govern¬ 
ment  agencies,  the  Council  and  its  staff  in  1966  participated  with  other 
agencies  in  a  large  variety  of  more  formal  committees,  task  forces,  and 
studies.  Although  the  results  of  most  of  these  activities  are  for  use  only 
within  the  Government,  two  studies  in  which  the  Council  participated  were 
published  in  1966 — the  reports  of  the  Northeast  Desalting  Team  and  of  the 
Interagency  Energy  Study.  Other  projects  and  studies  related  to  such 
diverse  problems  as  environmental  pollution,  income  maintenance,  high 
energy  transmission,  cost  effectiveness  in  the  Federal  Government,  economic 
impact  of  disarmament,  manpower  activities,  balance  of  payments  problems, 
and  the  operation  of  hnancial  institutions. 

The  Council  and  its  staff  represent  the  United  Stales  in  a  number  of 
important  international  conferences.  The  Council  Chairman  heads  the 
U.S.  delegation  to  the  meetings  of  the  Economic  Policy  Committee  of  the 
Organization  for  Economic  Cooperation  and  Development  (OECD),  and 
members  of  the  Council  and  its  staff  this  year  participated  in  a  dozen  or 
more  other  international  meetings  under  the  auspices  of  the  OECD.  The 
Chairman  and  Mr.  Okun  were  members,  respectively,  of  the  U.S.  Cabinet- 
level  delegations  which  meet  annually  with  similar  delegations  of  the  Cana- 
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dian  and  Japanese  governments.  The  Council  also  was  involved  in  activ¬ 
ities  of  the  UN  Economic  Commission  for  Europe. 

An  important  responsibility  of  the  Council  is  to  explain  and  clarify  the 
Adniinistration’s  economic  policies,  both  within  the  Government  and  to 
the  public  at  large.  This  is  done  through  numerous  sp>eeches,  articles, 
press  briefings,  statements.  Congressional  testimony,  its  Annual  Report,  and 
by  assisting  the  President  in  the  preparation  of  his  Economic  Report.  The 
Council  meets  frequently  and  informally  with  many  visiting  scholars,  offi¬ 
cials  of  foreign  countries,  men  and  women  from  the  press  corps,  business¬ 
men,  labor  leaders.  State  officials,  bankers,  and  interested  private  citizens, 
and  more  formally  with  a  number  of  advisory  groups,  including  the  Presi¬ 
dent’s  Advisory  Committee  on  Labor-Management  Policy  and  the  Business 
Council’s  Liaison  Committee  with  the  Council  of  Economic  Advisers. 

The  Council  prepares  two  documents  for  publication.  One  is  the  Eco¬ 
nomic  Report  of  the  President,  together  with  the  Annual  Report  of  the 
Council  of  Economic  Advisers.  Over  70,0CX)  copies  of  the  1966  Report 
were  distributed  to  members  of  the  Congress,  Government  officials,  the 
press,  depository  libraries,  or  sold  to  the  public  by  the  Superintendent  of 
Documents.  The  second  is  the  monthly  Economic  Indicators.  This  im¬ 
portant  compilation  of  current  economic  statistics  has  been  prepared  since 
1948  at  the  Council  under  the  direction  of  Miss  Frances  M.  James,  and  is 
published  by  the  Joint  Economic  Committee  of  the  Congress.  More  than 
9,000  copies  are  furnished  to  members  of  Congress,  depository  libraries,  or 
sold  to  the  public  every  month. 
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NATIONAL  INCOME  OR  EXPENDITURE 

Table  B-1. — Gross  national  product  or  expenditure,  1929-66 
[Billions  of  dollars] 


Per¬ 

sonal 

con- 

sump- 

Oross 

Net 

Oovemment  purchases  of  goods  and  services 

Year  or  quarter 

Total 

gross 

national 

private 

do¬ 

mestic 

exports 
of  goods 
and 

Federal  < 

State 

product 

expend¬ 
itures  > 

invest¬ 
ment  • 

serv¬ 
ices  » 

Total 

Total 

National 
defense ' 

Other 

and 

local 

1929  . 

103.1 

77.2 

16.2 

■M 

8.5 

1.3 

1. 

7.2 

1930  . 

90.4 

60.0 

10.3 

^^■1  il 

9.2 

1.4 

1.4 

7.8 

1031  . 

76.8 

60.5 

5.6 

IV 

9.2 

1.5 

1.5 

7.7 

1932  . 

68.0 

48.6 

1.0 

8.1 

1.5 

1.5 

6.6 

1933  . 

56.6 

45.8 

1.4 

8.0 

2.0 

6.0 

1934  . 

65.1 

51.3 

9.8 

3.0 

6.8 

1935 . 

72.2 

55.7 

6.4 

10.0 

2.9 

2.9 

7.1 

1936  . 

82.6 

61.0 

8.5 

12.0 

4.9 

4.9 

1937 . 

90.4 

66.5 

11.8 

11.9 

Hil 

4. 

7 

7.2 

1938  . 

84.7 

63.0 

6.5 

1.3 

13.0 

5.4 

7.6 

1939  . 

90.6 

66.8 

9.3 

1.1 

13.3 

5.1 

1.2 

3.9 

8.2 

1940  . 

99.7 

70.8 

13.1 

1.7 

14.0 

6.0 

2.2 

3.8 

8.0 

1941 . 

124.5 

80.6 

17.9 

1.3 

24.8 

16.9 

13.8 

3.1 

7.9 

1942 . 

157.9 

88.5 

9.8 

• 

59.6 

51.9 

49.4 

2.5 

7.7 

1943  . 

191.6 

00.3 

5.7 

-2.0 

88.6 

81.1 

79.7 

1.4 

7.4 

1944  . 

210.1 

108.3 

7.1 

-1.8 

96.5 

89.0 

87.4 

1.6 

7.5 

1945 . 

211.9 

119.7 

10.6 

-.6 

82.3 

74.2 

73.5 

.7 

8.1 

1946  . 

208.5 

143.4 

30.6 

7.5 

27.0 

17.2 

14.7 

9.8 

1947  . 

231.3 

160.7 

34.0 

11.5 

25.1 

12.5 

9.1 

12.6 

1948  . 

257.6 

173.6 

46.0 

6.4 

31.6 

16.5 

10.7 

5.8 

15.0 

1949 . 

256.5 

176.8 

35.7 

6.1 

37.8 

20.1 

13.3 

6.8 

17.7 

1950  . 

284.8 

191.0 

54.1 

l.S 

37.9 

18.4 

14.1 

19.5 

1951 . 

328.4 

206.3 

59.3 

59.1 

37.7 

33.6 

Hil 

21.5 

1962 . 

345.6 

216.7 

51.9 

74.7 

51.8 

45.9 

5.9 

22.9 

1953  . 

364.6 

230.0 

52.6 

.4 

81.6 

57.0 

48.7 

8.4 

24.6 

1954  . 

364.8 

236.5 

51.7 

1.8 

74.8 

47.4 

41.2 

6.2 

27.4 

1955 . 

398.0 

254.4 

67.4 

2.0 

74.2 

44.1 

38.6 

30.1 

1966 . 

419.2 

266.7 

70.0 

4.0 

78.6 

45.6 

40.3 

33.0 

1967 . 

441.1 

281.4 

67.8 

86.1 

49.5 

44.2 

36.6 

1968 . 

447.3 

290.1 

60.0 

94.2 

53.6 

45.9 

40.6 

1959  . 

483.7 

311.2 

75.3 

97.0 

53.7 

46.0 

7.6 

43.3 

I960. . 

503.7 

325.2 

74.8 

90.6 

53.5 

44.9 

8.6 

46.1 

1961 . 

62a  1 

335.2 

71.7 

107.6 

57.4 

47.8 

9.6 

50.2 

1962 . 

560.3 

355.1 

83.0 

117.1 

63.4 

51.6 

11.8 

53.7 

1963 . 

590.5 

375.0 

87.1 

5.0 

64.2 

5a8 

13.5 

58.2 

1964 . 

631.7 

401.4 

03.0 

8.5 

65.2 

50.0 

15.2 

63.7 

1965 . 

681.2 

431.5 

ioa6 

7.0 

6a8 

5ai 

ia7 

69.4 

1966  » . 

730.6 

465.0 

116.5 

4.9 

153.1 

77.0 

6ao 

17.0 

76.2 

1 

Seasonally  adjusted  annual  rates 

1964:  I . 

6ia8 

301.1 

9a2 

9.0 

12a  5 

64.9 

sai 

14.8 

61.6 

II . 

627.7 

398.0 

91.8 

7.9 

13a  1 

66.6 

51.6 

15.1 

63.4 

Ill . 

637.0 

407.5 

92.5 

8.4 

129.5 

65.1 

49.8 

15.3 

64.4 

IV . 

644.2 

408.8 

97.4 

8.6 

129.4 

64.1 

48.5 

15.6 

65.3 

1965:  I . 

66a8 

418.0 

a4 

131.6 

64.4 

48.2 

ia2 

67.3 

II . 

672.0 

426.8 

8.2 

134.3 

65.6 

49.1 

16.5 

68.7 

Ill . 

686.5 

435.0 

loa? 

7.1 

137.7 

67.5 

5a7 

ia8 

7a  2 

IV . 

704.4 

445.2 

111.9 

6.1 

141.2 

69.8 

52.5 

17.3 

71.4 

1966:  I . 

721.2 

455.6 

114.5 

6.0 

145.0 

71.9 

54.6 

17.4 

73.1 

II . 

732.3 

460.1 

118.5 

149.0 

74.0 

57.1 

lao 

75.0 

Ill . 

745.3 

460.9 

115.0 

15a2 

79.0 

62.0 

17.0 

77.2 

IV  » . 

750.1 

474.4 

118.0 

4.8 

161.0 

82.5 

65.5 

17.0 

79.4 

1 

>  See  Table  B-9  for  major  components. 

>  See  Table  B-lO  for  further  detail  and  explanation  of  components. 

*  See  Table  B-6  for  exports  and  Imports  separately. 

*  Net  of  Oovemment  sales.  .  „  .  ^  ^  . 

*  This  category  corresponds  closely  to  the  national  defense  classification  in  the  Budget  of  the  United  Statei 
Government  for  the  FUetu  Year  ending  June  30, 1988. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-2. — Gross  national  product  or  expenditure,  in  1958  prices,  1929-66 
[Billions  of  dollars,  1958  prices] 


Cbaugo 
In  busi¬ 
ness 
Inven¬ 
tories 


3.5 

-.6 

-2.4 

-8.2 

-4.3 

-2.7 

2.4 

3.1 

5.6 
-2.4 

1.2 

4.0 

9.6 
4.0 
-.2 

-1.9 

-2.9 

10.0 

-.2 

4.6 
-3.9 

8.3 
10.9 

3.3 
.9 

-2.0 

6.4 
4.8 
1.2 

-1.5 

4.8 

3.r 

2.1 

6.1 

5.1, 

4.6 

8.8 
10.  G 


3.5 

4.0 

3.5 

7.4 

9.3 

7.3 

8.5 

10.2 

8.5 

11.6 

9.1 

13.2 


See  footnote  at  end  of  table. 


Year  or 
quarter 

Total 

gross 

na¬ 

tional 

prod¬ 

uct 

Personal  consumption 
expenditures 

Gross  private  domestic  investment 

Total 

Dura¬ 

ble 

goods 

Non¬ 

dura¬ 

ble 

goods 

Serv¬ 

ices 

Total 

Total 

F 

N 

Total 

xed  inve 

onreslde 

Struc¬ 

tures 

etment 

ntlal 

Pro¬ 

ducers’ 

durable 

equip¬ 

ment 

Resi¬ 

dential 

struc¬ 

tures 

1929 . 

203.6 

139.6 

16.3 

64.0 

40.4 

36.0 

26.5 

13.9 

12.6 

10.4 

1930 . 

183.5 

130.4 

12.0 

65.9 

61.6 

27.4 

28.0 

21.7 

11.8 

0.9 

6.3 

1931 . 

169.3 

126.1 

11.2 

65.6 

E£Z] 

16.8 

19.2 

14.1 

6.6 

1932 . 

144.2 

114.8 

8.4 

60.4 

45.0 

4.7 

10.9 

8.2 

BSi 

3.8 

1933 . 

141.5 

112.8 

8.3 

58.6 

gfilil 

6.3 

9.7 

7.6 

1934 . 

154.3 

118.1 

9.4 

62.6 

46.1 

9.4 

12.1 

9.2 

1935 . 

169.5 

125.5 

11.7 

65.9 

47.9 

18.0 

16.6 

11.5 

1936 . 

193.0 

138.4 

14.5 

73.4 

24.0 

20.0 

16.8 

10.3 

1937 . 

203.2 

143.1 

15.1 

76.0 

29.9 

24.5 

18.8 

7.1 

11.8 

1938 . 

192.9 

140.2 

12.2 

77.1 

17.0 

19.4 

13.7 

5.6 

8.1 

1939 . 

209.4 

148.2 

14.5 

81.2 

24.7 

23.5 

15.3 

5.0 

9.4 

8.2 

1940 . 

227.2 

155.7 

16.7 

84.6 

64.4 

33.0 

28.1 

18.9 

6.8 

12.1 

9.2 

1941 . 

263.7 

165.4 

10.1 

89.9 

56.3 

41.6 

32.0 

22.2 

8.1 

14.2 

9.8 

1942 . 

297.8 

161.4 

11.7 

01.3 

58.5 

21.4 

17.3 

12.6 

4.6 

7.9 

4.0 

1943 . 

337.1 

165.8 

10.2 

93.7 

61.8 

12.7 

12.9 

10.0 

2.9 

7.2 

2.9 

1944 . 

361.3 

171.4 

9.4 

97.3 

64.7 

14.0 

16.0 

13.4 

3.8 

9.6 

2.6 

1946 . 

355.2 

183.0 

10.6 

104.7 

67.7 

10.6 

22.6 

19.8 

5.7 

14.1 

2.8 

1946 . 

312.6 

203.5 

20.5 

110.8 

72.1 

52.3 

42.3 

30.2 

12.5 

17.7 

12.1 

1947 . 

309.9 

206.3 

108.3 

73.4 

51.6 

61.7 

36.2 

11.6 

24.6 

15.4 

1948 . 

323.7 

210.8 

108.7 

75.8 

60.4 

55.9 

38.0 

12.3 

25.7 

17.9 

1949 . 

324.1 

216.5 

110.6 

77.6 

48.0 

61.9 

34.6 

11.9 

22.6 

17.4 

1960 . 

355.3 

230.5 

114.0 

81.8 

69.3 

61.0 

37.5 

12.7 

24.8 

23.5 

1951 . 

383.4 

232.8 

31.5 

116.6 

KiYtl 

59.0 

39.6 

14.1 

25.6 

19.5 

1952 .  . 

395.1 

239.4 

.30.8 

■Kim 

67.2 

38.3 

13.7 

24.6 

18.9 

1953 . 

412.8 

250.8 

35.3 

■6X1 

lilvl 

60.2 

40.7 

14.9 

25.8 

19.6 

1954 . 

407.0 

255.7 

35.4 

125.5 

69.4 

61.4 

39.6 

15.2 

24.5 

21.7 

1955 . 

438.0 

274.2 

43.2 

131.7 

75.4 

60.0 

43.9 

16.2 

27.7 

26.1 

1966 . 

446.1 

281.4 

41.0 

136.2 

74.3 

69.6 

47.3 

18.5 

28.8 

22.2 

1967 . 

452.5 

288.2 

41.5 

138.7 

68.8 

67.6 

47.4 

18.2 

29.1 

20.2 

1968 . 

447.3 

290.1 

37.9 

■c'llM 

60.9 

62.4 

41.6 

16.6 

25.0 

20.8 

1959 . 

476.9 

307.3 

43.7 

146.8 

116.8 

73.6 

68.8 

44.1 

16.2 

27.9 

24.7 

1960 . 

487.7 

316.1 

44.9 

149.6 

121.6 

72.4 

68.9 

47.1 

17.4 

29.6 

21.9 

1961 . 

497.2 

322.5 

43.9 

■  lAllil 

125.6 

69.0 

67.0 

45.5 

17.4 

28.1 

21.6 

1962 . 

629.8 

338.4 

49.2 

■Ein 

131.1 

79.4 

73.4 

49.7 

17.9 

31.7 

23.8 

1963 . 

551.0 

353.3 

53.7 

162.2 

137.4 

82.6 

76.7 

51.9 

17.9 

34.0 

24.8 

1964 . 

680.0 

373.8 

59.1 

170.5 

144.2 

86.6 

81.9 

57.4 

18.9 

38.6 

24.6 

1965 . 

614.4 

306.2 

66.4 

178.2 

151.6 

97.8 

89.0 

64.9 

21.7 

43.2 

24.1 

1966  » . 

647.7 

415.5 

70.8 

185.9 

158.7 

9 

93.7 

72.2 

23.6 

48.7 

21.5 

Seasonally  adjusted  annual  rates 

1964:  I . 

569.7 

366.7 

57.2 

167.2 

141.2 

84.6 

81.2 

65.6 

18.7 

36.7 

25.7 

II—. 

578.1 

371.0 

59.5 

168.4 

143.1 

85.6 

81.6 

66.6 

18.9 

37.7 

24.9 

Ill— 

586.0 

379.6 

60.0 

173.3 

145.3 

85.7 

82.2 

58.2 

18.7 

39.5 

24.1 

IV... 

687.2 

378.9 

58.8 

173.1 

146.9 

90.2 

82.8 

59.2 

19.2 

40.0 

23.6 

1965.  I . 

600.3 

387.1 

64.8 

174.2 

148.1 

95.9 

86.6 

62.3 

20.7 

41.5 

24.4 

11.... 

607.8 

302.2 

64.2 

177.6 

150.4 

95.3 

88.0 

63.4 

21.7 

41.7 

24.5 

III... 

618.2 

398.0 

67.2 

178.5 

163.1 

97.9 

89.4 

65.5 

21.3 

44.2 

23.9 

IV... 

631.2 

406.5 

69.2 

182.6 

154.8 

102.2 

91.9 

68.4 

23.2 

45.2 

23.5 

1966:  I . 

640.5 

412.8 

72.2 

184.1 

156.5 

103.6 

96.0 

70.8 

24.3 

46.4 

24.3 

II.... 

643.5 

412.2 

68.5 

185.8 

167.9 

106.3 

94.7 

71.3 

23.6 

47.7 

23.4 

III... 

649.9 

418.3 

71.6 

187.1 

169.6 

102.5 

93.6 

73.0 

23.2 

49.8 

20.6 

IV».. 

657.0 

418.5 

71.2 

186.6 

160.9 

105.0 

91.7 

73.8 

23.0 

50.8 

17.9 
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Table  B-2. — Grots  national  product  or  expenditure,  in  1958 prices,  1929-66 — Ckmtinued 
(Billions  of  dollars,  1068  prices] 


Year  or  quarter 

Net  exports  of  goods  and  services 

Oovenunent  purchases  of  goods  and 
services 

Net 

exports 

Exports 

Imports 

Total 

Federal  ■ 

State  and 
loml 

1929 . 

1.6 

11.8 

19  3 

22.0 

3.6 

18.6 

1930 . 

1.4 

19  4 

0.0 

24.3 

4.0 

292 

1931 . 

.9 

8.6 

7.9 

26.4 

4.3 

21.1 

1932 . 

.6 

7.1 

96 

24.2 

4.6 

19.6 

1933 . 

• 

7.1 

23.3 

90 

17.3 

1934 . 

.3 

7.1 

296 

8.0 

18.6 

1036 . 

-1.0 

8.7 

27.0 

7.9 

19.2 

1936 . 

-1.2 

8.2 

0.3 

31.8 

12.2 

19  6 

1937 . 

-.7 

9.8 

19  6 

30.8 

11.6 

19.4 

1938 . 

1.9 

6.9 

8.0 

33.0 

13.3 

296 

1939 . 

1.3 

lao 

8.7 

36.2 

12.6 

22.7 

1940 . 

2.1 

11.0 

8.0 

36.4 

19  0 

21.4 

1941 . 

.4 

11.2 

198 

693 

392 

20.1 

1942 . 

-2.1 

7.8 

0.0 

117.1 

98.9 

18.3 

1943 . 

-6.9 

6.8 

1Z6 

164.4 

147.8 

19  6 

1944 . 

-6.8 

7.6 

13.4 

181.7 

196.4 

19  3 

1946 . 

-3.8 

10.2 

13.0 

166.4 

139.7 

19  7 

1946 . 

8.4 

10.6 

11.2 

48.4 

391 

18.4 

1947 . 

12.3 

22.6 

19  3 

30.0 

10.1 

20.8 

1948 . 

6.1 

18.1 

12.0 

493 

23.7 

22.7 

1949 . 

6.4 

18.1 

11.7 

63.3 

27.6 

28.7 

I960.. . 

Z7 

16.3 

13.6 

62.8 

26.3 

27.6 

1961 . 

6.3 

19.3 

14.1 

76.4 

47.4 

27.9 

1062 . 

3.0 

18.2 

19  2 

92.1 

63.8 

294 

1063 . 

1.1 

17.8 

16.7 

09.8 

79  0 

29.7 

1964 . 

3.0 

18.8 

19  8 

899 

66.8 

32.1 

1966 . 

3.2 

20.9 

17.7 

86.2 

60.7 

314 

1966  . 

6.0 

24.2 

10.1 

86.3 

49.7 

36.6 

1967 . 

6.2 

26.2 

10.0 

80.3 

61.7 

37.6 

1968 . 

Z2 

23.1 

20.0 

04.2 

63.6 

40.6 

1969. . 

.3 

23.8 

23.6 

04.7 

69  6 

42.2 

1960 . 

4.3 

27.3 

23.0 

04.0 

61.4 

43.6 

1961 . 

6.1 

28.0 

22.9 

100.6 

616 

46.9 

1962 . 

4.6 

30.0 

296 

107.6 

60.0 

47.6 

1963 . 

6.6 

32.1 

26.6 

109.6 

69.6 

60.1 

1964 . 

8.6 

36.4 

28.0 

111.3 

67.8 

63.4 

1966 . 

6.3 

37.3 

31.0 

114.1 

87.8 

56.3 

1966  » . 

4.8 

41.3 

36.4 

123.2 

64.1 

59.1 

Seasonally  adjusted  annual  rates 

1964:  I . 

9.2 

36.1 

26.0 

110.3 

68.2 

52.0 

II . 

8.2 

36.7 

27.6 

113.3 

89.7 

63.6 

Ill . 

8.4 

36.7 

28.3 

111.3 

57.4 

53.9 

IV . 

8.0 

37.1 

29.0 

110.1 

56.1 

54.0 

1966:  I . 

6.7 

33.4 

27.7 

111.6 

56.2 

56.3 

II . 

7.1 

38.7 

31.6 

113.2 

57.3 

56  9 

Ill . 

6.4 

38.4 

31.9 

116.0 

68.3 

66.7 

IV . 

6.0 

38.7- 

32.8 

116.6 

69.3 

57.3 

1966:  I . 

6.9 

40.1 

34.2 

118.3 

60.4 

67.0 

II . 

4.6 

40.3 

39  8 

120.4 

61.9 

58.5 

Ill . 

41.8 

37.6 

124.9 

65.6 

50.4 

IV  » . 

■i 

42.9 

392 

128.8 

60.6 

'  Net  of  QoTemment  sales. 

Note.— Data  (or  Alaska  and  Hawaii  included  beftinninK  1960. 
Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-3. — Implicit  price  deflators  for  gross  national  product,  1929-66 


{Index  numbers,  1958-100] 


Year  or  quarter 

Total 

gross 

prod¬ 
uct  ■ 

Personal  consumption 
expenditures 

Gross  private  domestic  investment  ■ 

Fixed  investment 

Total 

Dur¬ 

able 

goods 

Non¬ 

durable 

goods 

Serv¬ 

ices 

Total 

Nonresidential 

Resi¬ 

dential 

struc¬ 

tures 

Total 

Struc¬ 

tures 

Pro¬ 

ducers’ 

durable 

equip¬ 

ment 

1929 . 

60.6 

66.3 

66.4 

54.5 

66.1 

39.4 

39.9 

35.7 

44.6 

38.1 

1930 . 

49.3 

63.6 

66.3 

61.6 

65.7 

37.9 

38.1 

34.0 

43.0 

37.1 

1931 . 

44.8 

47.9 

49.1 

44.1 

5Z7 

36.2 

35.8 

31.1 

41.1 

33.6 

1932 . 

40.2 

42.3 

43.2 

37.7 

48.3 

31.6 

32.9 

27.6 

39.1 

27.3 

1933 . 

39.3 

40.6 

41.9 

38.0 

43.6 

30.6 

31.6 

27.9 

34.5 

27.1 

1934 . 

42.2 

43.6 

44.7 

42.7 

44.3 

33.7 

34.9 

28.9 

38.8 

30.1 

1935 . 

42.6 

44.4 

43.7 

44.6 

44.4 

34.3 

35.9 

38.7 

29.8 

1930 . 

42.7 

44.7 

43.6 

44.8 

45.0 

34.6 

35.6 

30.2 

38.6 

31.3 

1937 . 

44.6 

46.6 

46.8 

46.4 

46.8 

37.8 

38.8 

34.4 

41.4 

34.3 

1938 . 

43.9 

46.6 

46.7 

44.0 

47.7 

38.2 

39.3 

33.0 

43.0 

35.5 

1939 . 

43.2 

46.1 

46.0 

43.2 

47.7 

37.7 

38.7 

33.1 

42.2 

36.7 

1940 . 

43.9 

46.6 

*6.S 

43.8 

KFI 

39.0 

40.0 

33.9 

43.4 

36.9 

1941 . 

47.2 

48.7 

60.4 

47.7 

kh 

42.0 

42.7 

3a4 

46.3 

40.3 

1942 . 

63.0 

64.8 

69.3 

55.6 

Ktl 

46.5 

47.8 

41.3 

51.6 

43.3 

1943 . 

56.8 

69.9 

64.2 

62.6 

55.3 

49.3 

49.9 

46.8 

61.1 

47.0 

68.2 

63.2 

71.6 

66.2 

57.6 

61.1 

51.0 

48.6 

61.9 

51.6 

1945 . 

69.7 

66.4 

76.9 

68.7 

68.7 

61.5 

51.0 

49.2 

61.7 

64.9 

1940 . 

66.7 

70.6 

76.8 

74.3 

62.7 

68.5 

66.3 

54.4 

67.6 

69.7 

74.6 

77.9 

82.7 

83.6 

67.9 

66.7 

64.5 

64.4 

64.6 

71.7 

79.6 

82.3 

86.3 

88.6 

72.1 

73.9 

7a  7 

71.6 

70.3 

80.8 

1949 . 

79.1 

81.7 

86.8 

86.6 

74.3 

74.7 

72.8 

71.2 

73.6 

78.6 

1950 . 

80.2 

82.9 

87.8 

86.0 

76.3 

77.6 

74.4 

72.9 

76.2 

82.6 

1951 . 

86.6 

88.6 

94.2 

93.3 

80.0 

83.1 

80.4 

79.3 

80.0 

88.6 

1962 . 

87.6 

90.6 

96.4 

94.3 

83.6 

86.3 

82.6 

83.2 

82.2 

90.8 

1963 . 

88.3 

91.7 

94.3 

93.9 

87.7 

86.6 

84.0 

84.9 

83.6 

91.9 

1964 . 

89.6 

92.6 

92.9 

94.2 

90.0 

86.8 

84.8 

86.0 

84.0 

90.4 

1966 . 

90.9 

91.9 

93.6 

92.0 

89.0 

86.7 

88.1 

85.0 

92.9 

1966 . 

94.0 

94.9 

94.9 

94.6 

94.0 

92.4 

93.4 

91.8 

97.4 

1967 . 

97.6 

96.4 

97.7 

97.3 

98.6 

97.9 

98.6 

97.6 

99.8 

1968 . 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

1969 . 

101.6 

101.3 

101.4 

99.9 

103.0 

102.6 

102.2 

102.7 

102.0 

103.1 

1960 . 

.  103.3 

102.9 

■  m  ' 

101.2 

105.8 

103.4 

102.9 

104.0 

102.2 

104.6 

1961 . 

104.6 

103.9 

101.9 

107.6 

103.9 

103.4 

105.6 

102.1 

105.0 

1962 . 

106.8 

104.9 

102.8 

109.0 

104.9 

104.1 

107.1 

102.3 

106.7 

1963 . 

107.2 

106.1 

104.0 

110.9 

106.0 

104.6 

108.9 

102.3 

108.9 

1964 . 

106.9 

107.4 

104.9 

■iiu 

107.8 

106.8 

111.3 

103.1 

112.3 

1966 . 

110.9 

108.9 

90.5 

107.0 

116.3 

109.6 

107.4 

114.4 

103.8 

115.5 

1966  » . 

114.2 

111.9 

98.0 

110.9 

119.4 

112.1 

100.8 

118.8 

105.6 

120.0 

1964:  I . 

106.3 

107.0 

100.6 

104.6 

112.3 

106.7 

104.8 

108.4 

103.0 

110.9 

II . 

106.6 

107.3 

100.6 

104.8 

112.9 

107.4 

105.6 

110.6 

102.9 

111.9 

Ill . 

109.1 

107.4 

100.3 

104.9 

113.3 

106.1 

106.1 

112.6 

103.0 

113.0 

IV . 

109.7 

107.9 

100.1 

105.4 

114.0 

106.7 

106.9 

113.6 

103.6 

113.4 

1966:  I . 

110.1 

106.2 

100.5 

106.0 

114.3 

109.0 

107.1 

113.7 

103.8 

113.8 

II . 

110.7 

108.8 

100.2 

106.7 

115.0 

109.2 

107.1 

113.6 

103.8 

114.5 

Ill . 

111.0 

109.0 

99.2 

107.2 

115.5 

109.6 

107.2 

114.6 

103.6 

116.4 

IV . 

111.6 

109.6 

98.4 

107.9 

116.4 

110.4 

106.0 

115.6 

104.1 

117.3 

1966:  I . 

112.6 

110.4 

97.6 

109.6 

117.2 

111.1 

106.8 

117.1 

104.6 

117.7 

II . 

iia8 

111.6 

98.0 

110.7 

118.7 

112.1 

109.7 

118.3 

105.4 

119.6 

Ill . 

114.7 

112.3 

98.2 

111.2 

120.0 

112.6 

110.0 

119.4 

106.6 

121.3 

IV  » . 

116.6 

113.4 

98.6 

111.9 

121.6 

112.9 

110.7 

120.4 

106.3 

122.2 

See  footnotce  at  end  of  table. 
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Table  B-3. — Implicit  price  deflators  for  gross  national  product,  1929-66 — Continued 
[Index  ntimben,  1S58-100] 


Year  or  quarter 

Exports  and  imports  of 
goods  and  services  > 

Oovemment  purchases  of  goods 
and  services 

Qroes  national  product 
by  sectors 

Exports 

Imports 

Total 

Federal 

State  and 
local 

Private  > 

Oeneral 

1929 . 

69.6 

67.3 

38.6 

310 

39.1 

61.7 

311 

1930  . 

62.3 

49.0 

37.9 

311 

38.7 

614 

311 

1931 . 

41.0 

39.3 

36.3 

316 

316 

45.7 

316 

1932 . 

34.7 

31.6 

33.4 

31.9 

33.8 

419 

33.7 

1933  . 

33.7 

28.8 

316 

33.1 

35.0 

39.9 

33.6 

1934  . 

4a  6 

33.6 

36.8 

37.4 

36.6 

43.0 

318 

1936 . 

42.3 

36.0 

37.0 

37.0 

37.0 

43.6 

317 

1936 . 

43.4 

36.7 

37.6 

416 

36.9 

43.4 

36.6 

1937 . 

46.6 

4a  7 

38.4 

417 

37.1 

46.3 

36.6 

1938  . 

43.8 

37.9 

38.3 

416 

36.8 

416 

37.4 

1939 . 

44.1 

38.6 

37.9 

418 

36.3 

43.9 

36.8 

1940 . 

48.6 

4a  8 

38.6 

412 

37.3 

417 

36.0 

1941 . 

63.0 

43.0 

410 

46.6 

39.2 

48.7 

317 

1942 . 

61.6 

48.3 

5ao 

62.5 

42.3 

66.6 

37.3 

1943 . 

65.2 

61.2 

63.9 

619 

416 

619 

30.7 

1944 . 

69.9 

53.2 

63.1 

63.8 

46.1 

63  0 

43.3 

1946 . 

71.3 

66.4 

62.6 

63.1 

48.6 

636 

413 

1946 . 

76.4 

64.9 

56.8 

67.3 

63.2 

612 

66.4 

1947 . 

87.3 

79.4 

6Z9 

66.6 

614 

713 

616 

1948 . 

92.7 

8a4 

68.1 

69.8 

66.4 

81.4 

618 

1949 . 

87.0 

82.2 

71.0 

73.0 

619 

816 

617 

I960 . 

84.9 

88.7 

71.8 

72.9 

718 

81.4 

67.1 

1961 . 

107.2 

78.6 

79.4 

719 

87.4 

716 

1962 . 

98.8 

103.6 

81.0 

81.2 

816 

89.0 

714 

1963 . 

96.2 

99.1 

81.8 

81.4 

82.8 

89.6 

76.6 

1964 . 

94.3 

ioa8 

811 

83.5 

86.3 

918 

79.6 

1966 . 

94.9 

ioa6 

87.1 

86.9 

87.6 

91.6 

810 

1966 . 

97.6 

102.6 

92.1 

91.7 

92.7 

916 

88.7 

1967 . 

'  101.3 

1010 

914 

96.8 

97.3 

97.9 

93.3 

1968 . 

loao 

loao 

loao 

1010 

1010 

1010 

1010 

1969 . 

96.8 

99.3 

102.4 

102.2 

102.6 

101.4 

1012 

1960 . 

99.9 

101.0 

106.0 

1012 

•  1019 

1038 

108.6 

1961 . 

101.9 

loai 

107.1 

1012 

109.4 

1037 

113.6 

1962 . 

ioa8 

98.6 

109.0 

1016 

113.2 

1017 

1116 

1963 . 

loae 

99.6 

111.8 

108.0 

1113 

1018 

12L6 

1964 . 

101.6 

101.9 

1118 

112.7 

119.3 

107.1 

128.1 

1966 . 

104.6 

119.4 

1117 

123  2 

108.9 

133.3 

1966  »  . 

103.9 

104.2 

1213 

1211 

128.9 

111.7 

140.7 

1964:  I _ 

101.0 

101.9 

1117 

111.4 

1114 

1010 

1216 

11 

ioa7 

102.2 

1118 

111.6 

1113 

1010 

127.1 

m . 

101.4 

101.6 

1113 

113.4 

1116 

107.2 

128.7 

IV.. _  . 

102.9 

101.8 

117.6 

1113 

1218 

107.8 

1311 

1966:  I _ 

106.0 

103.6 

1110 

1114 

121.6 

108.2 

131.0 

uminmnnn 

104.7 

102.2 

1117 

1116 

123  8 

1018 

131.8 

104.6 

103.4 

119.7 

1118 

1237 

109.0 

133.7 

TV 

103.9 

1012 

121.1 

117.8 

1216 

109.4 

1316 

1966:  I _ 

103.9 

1012 

122.6 

119.1 

1213 

1113 

1316 

11 . 

103.9 

1012 

1217 

119.6 

128.0 

11L6 

139.3 

ni 

103.9 

1012 

1210 

1215 

129.9 

113  2 

141.6 

IV  » . 

103.9 

104.2 

126.8 

121.0 

131.1 

113.0 

143.2 

>  Separate  deflators  are  not  available  for  total  gross  private  domestic  investment,  change  in  business 
inventories,  and  net  expats  of  goods  and  services. 

>  Oross  national  product  less  compensation  of  general  government  employees.  See  also  Tables  B-7  and 


Note.— Data  for  Alaska  and  Hawaii  included  beginning  IMO. 
Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  — Gross  national  product  by  major  type  of  product,  1929-66 


[Billions  of  dollars] 


Year  or 
quarter 

Total 

gross 

na¬ 

tional 

prod¬ 

uct 

Final 

sales 

Inven¬ 

tory 

change 

Goods  output 

Serv¬ 

ices 

Struc¬ 

tures 

Gross 

auto 

prod¬ 

uct 

Total 

Nondurable  goods 

Total 

goods 

Final 

sales 

Inventory 

change 

Total 

Final 

sales 

Inventory 

change 

Total 

Final 

sales 

Inventory 

change 

1929 . 

103.1 

101.4 

1.7 

56.1 

54.3 

1.7 

17.5 

16.1 

B 

m 

38.2 

m 

35.6 

11.4 

1930 . 

90.4 

90.7 

-.4 

46.9 

47.3 

-.4 

11.4 

12.5 

34.8 

.7 

34.2 

9.2 

1931 . 

75.8 

77.0 

-1.1 

37.4 

38.6 

-1  1 

7.7 

9.0 

-1.2 

29.7 

29.6 

.1 

31.7 

6.7 

1932 . 

60.5 

-2.5 

26.7 

29.2 

-2.5 

3.6 

5.7 

-2.0 

23.1 

23.6 

— .  4 

27.5 

3.8 

1(K« 

55.6 

57.2 

-1.6 

27.0 

28.6 

-t1.6 

4.9 

5.4 

-.5 

22.1 

23.2 

-1.1 

25.7 

2.9 

1934 . 

65.1 

65.8 

-.7 

34.4 

35.1 

-.7 

7.4 

7.3 

.1 

27.0 

27.8 

-.9 

27.1 

3.5 

1935 . 

72.2 

71.2 

1.1 

39.9 

38.8 

1.1 

9.3 

8.9 

.3 

30.6 

29.9 

.7 

28.3 

4.0 

193A 

82.5 

81.2 

1.3 

r  ? 

44.5 

1.3 

12.2 

11.2 

.9 

33.6 

33.3 

.3 

31.0 

5.6 

1937 . 

90.4 

87.9 

2.5 

48.9 

2.5 

13.9 

13.1 

.8 

37.6 

35.8 

1.8 

32.3 

6.7 

1938 . 

84.7 

85.6 

-.9 

r  f 

46.2 

-.9 

9.9 

10.8 

-.9 

35.4 

35.4 

33.2 

6.2 

1939 . 

90.5 

.4 

v  r 

48.6 

.4 

12.7 

12.4 

.3 

36.3 

36.2 

.1 

34.0 

7.5 

1940 . 

99.7 

97  6 

2.2 

1  1 

53.8 

2.2 

16.6 

15.4 

1.2 

39.3 

38.4 

35.4 

8.3 

1941 . 

124.5 

120.1 

4.5 

if,  ; 

68.0 

4.5 

26.8 

23.8 

EX 

45.6 

44.2 

1.4 

40.3 

11.8 

1942 . 

157.9 

156.2 

1.8 

91.9 

1.8 

35.5 

34.5 

Bill 

58.1 

57.4 

.7 

50.3 

14.0 

1943 . 

191.6 

192.2 

-.6 

$  1 

■fIVi 

-.e 

54.2 

54.2 

* 

66.2 

66.8 

-.« 

62.5 

8.7 

1944 . 

210.1 

211.1 

-1.0 

■  KKVi 

-1.0 

57.9 

58.5 

-.e 

74.4 

74.8 

-.3 

71.8 

6.1 

1945 . 

211.9 

213.0 

-1.0 

? 

■I'M? 

-1.0 

48.9 

50.2 

-1.3 

Kilr 

79.7 

.2 

76.5 

6.5 

1946- .  -  . 

6.4 

fT  ' 

118.5 

6.4 

36.9 

KT  " 

5.3 

88.0 

86.9 

1.1 

68.0 

15.6 

1947 . 

-.5 

if  r- 

Tf  1 

-.5 

46.0 

KE  i 

1.7 

93.7 

95.9 

-2.2 

70.2 

21.4 

7.2 

1948 . 

257.6 

252.  S 

4.7 

mm 

48.7 

Kf:  1 

.1 

105.5 

4.C 

27.7 

8.8 

1949 . 

256.5 

259.6 

-3.1 

■  i 

fa  j 

-3.1 

47.8 

Hi  i 

-2.1 

99.7 

IliJQ 

28.3 

11.9 

1950 . 

284.8 

278.0 

6.8 

i  ! 

6.8 

El 

56.3 

4.1 

iliyfi 

99.3 

2.7 

87.0 

35.4 

15.4 

1951 . 

328.4 

giTHil 

$i  1 

it'  ’ 

73.7 

66.8 

Kl 

116.  C 

112.6 

3.4 

101.2 

37.5 

13.5 

1952. . 

345.5 

342.4 

3.1 

t?  4 

lEl 

74.  e 

73.6 

B1 

121.  C 

119.1 

110.! 

39.1 

12.0 

1953 . 

361C 

364.1 

.4 

W  ' 

.4 

79.4 

78.5 

Hi 

124.8 

125.2 

-.5 

11&! 

41.7 

16.3 

1954 . 

364.8 

366.4 

-1.5 

$ 

-1.5 

72.1 

74.  f 

B'J 

124.1 

mmi 

123.5 

44.2 

14.6 

1955 . 

RTr!WT 

392.  C 

6.0 

■  t 

[ 

85.7 

82.7 

130.7 

127.7 

2.( 

132.! 

21.2 

1956 . 

kiM*. 

414. 5 

4.1 

Y*  r 

WM 

90.! 

87.6 

HI 

135.1 

133.2 

l.t 

142.3 

51.5 

16.9 

1957 . 

441.1 

439.8 

1.3 

^><1  t 

»'»;•{  ; 

94.4 

93.1 

HI 

140.2 

■TTiHq 

* 

154.2 

52.3 

19.5 

1958 . 

447.3 

448.1 

-l.f 

V 

-1.5 

83.  t 

86.4 

B'J 

147.2 

145.9 

1.3 

163.4 

53.1 

14.5 

1959 . 

483.7 

478.9 

4.8 

249.1 

244.4 

4.8 

95.6 

93.2 

2.3 

153.6 

151.1 

2.4 

176.2 

58.3 

19.1 

503.7 

KTlV 

3.6 

259.6 

3.6 

99.5 

97.4 

2.1 

160.1 

158.6 

1.5 

187.3 

56.8 

21.4 

1961 . 

520.1 

2.( 

262.! 

n*  '' 

2.( 

96.5 

96.  C 

-.1 

165.8 

163.7 

2.1 

199.5 

58.3 

17.9 

1962 . 

6.( 

284.! 

106.2 

175.5 

172.2 

3.2 

213.3 

62.6 

22.5 

1963 . 

590.5 

6.1 

298.i 

11  ' 

5.( 

116.1 

113.3 

H’ili 

182.5 

179.4 

3.1 

226.2 

65.7 

25.1 

1964 . 

631.7 

4.7 

318.2 

'’n’  • 

4.1 

125.5 

122.2 

BHK 

192.7 

191.3 

1.4 

244.5 

68.9 

25.8 

1965 . 

681.2 

672.1 

9.1 

344.7 

Yr  ' 

9.1 

138.5 

132.2 

Hi»i 

206.3 

2.7 

262.  ( 

74.5 

31.4 

1966  » . 

739.6 

728.1 

11.4 

376.7 

■  i 

11.4 

154.9 

146.9 

9.1 

221.8 

219.5 

2.3 

286.2 

76.7 

29.4 

Seasonally  adjusted  annual  rates 

1964:  I—. 

616.8 

613.3 

3.5 

310.7 

307.1 

3.5 

121.9 

119.6 

2.3 

188.8 

187.5 

1.2 

237.3 

68.8 

26.3 

II... 

627.7 

623.5 

4.2 

315.  ( 

311.4 

4.2 

126.1 

122.' 

3.( 

189.  ( 

189.  ( 

.5 

242.1 

69.4 

26.6 

III.. 

637.  i 

634.^ 

3.( 

322.4 

318.! 

3.< 

127.! 

125.  ( 

2.! 

194.  ( 

193.! 

.! 

247.1 

68.5 

27.1 

IV.. 

644.2 

636.8 

7.4 

324.3 

316.9 

7.4 

126.4 

122.  G 

4.4 

197.9 

195.0 

2.9 

251.1 

68.8 

23.1 

1965;  I.... 

660.8 

651.4 

9.5 

333.8 

324.3 

9.5 

135.1 

127.7 

7.4 

198.7 

196.6 

2.1 

254.3 

72.7 

32.6 

II... 

672.  i 

665.! 

7.6 

338.! 

331.2 

7.« 

135.2 

128.8 

6.' 

203.  ( 

202.1 

1.2 

259.8 

74.3 

30.8 

IIL. 

686.5 

677.1 

8.! 

347.5 

338.! 

8.7 

141.  ( 

134.! 

6.7 

206.6 

204.1 

2.1 

265.1 

73.9 

31.6 

IV.. 

704.4 

694.  G 

10.4 

358.8 

348.4 

10.4 

142.6 

137.9 

4.7 

216.2 

210.5 

5.7 

268.8 

76.9 

30.5 

1966:  I.... 

721.2 

712.3 

8.9 

366.  G 

357.0 

8.9 

147.6 

141.8 

5.8 

218.4 

215.2 

3.1 

275.5 

79.8 

31.5 

II... 

732.! 

720.  ( 

12.3 

371.8 

359.! 

12.! 

149.! 

140.  ( 

9.1 

222.1 

218.7 

3.3 

282.1 

78.6 

28.6 

III.. 

745.! 

735.' 

9.( 

379.  < 

369.1 

9.i 

158.1 

148.1 

9.i 

221.4 

221.  ( 

.5 

289.  ( 

75.8 

27.9 

IV». 

759.1 

744.7 

14.4 

389.3 

37A9 

14.4 

164.  G 

152.1 

11.  ( 

225.3 

222.8 

2.4 

297.0 

72.9 

29.7 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 
Source;  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-5. — Gross  national  product  by  major  type  of  product,  in  1958 prices,  1929-66 
[Billions  of  dollars,  1958  prices) 


Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 
Source;  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-6.— Grow  national  product:  Receipts  and  expenditures  by  major  economic  groups, 

1929-66 

[Billions  of  dollars] 


Year  or 
quarter 

Persons 

Government 

Disposable  personal 
income 

Per¬ 

sonal 

con¬ 

sump¬ 

tion 

ex¬ 

pendi¬ 

tures 

Per¬ 

sonal 

saving 

or 

dis¬ 

saving 

(-) 

Net  receipts 

Expenditures 

Sur¬ 

plus 

or 

deficit 
(-), 
na¬ 
tional 
lii- 
come 
and 
prod¬ 
uct  ac¬ 
counts 

Total  1 

Less: 
Inter¬ 
est 
paid 
and 
trans¬ 
fer 
pay¬ 
ments 
to  for¬ 
eigners 

Equals: 
Total 
exclud¬ 
ing  In- 
twest 
and 
trans¬ 
fers 

Tax 
and 
non¬ 
tax 
re¬ 
ceipts 
or  ac¬ 
cruals 

Less; 
Trans¬ 
fers, 
inter¬ 
est, 
and 
sub¬ 
sidies  t 

Equals: 

Net 

re¬ 

ceipts 

Total 

ex¬ 

pendi¬ 

tures 

Less: 
Trans¬ 
fers, 
inter¬ 
est, 
and 
sub¬ 
sidies  • 

Equals: 

Pur¬ 

chases 

of 

goods 

and 

serv¬ 

ices 

1929 . 

83.3 

1.9 

81.4 

B 

11.3 

1.8 

9.5 

10.3 

1.8 

8.5 

1.0 

1930 . 

74.5 

1.2 

73.3 

10.8 

1.9 

8.9 

11.1 

1.9 

9.2 

-.3 

1931 . 

64.0 

.9 

63.1 

2.6 

9.5 

3.1 

6.3 

12.4 

3.1 

9.2 

-2.9 

1932 . 

48.7 

.7 

48.0 

48.6 

-.6 

8.9 

2.6 

6.3 

10.6 

2.6 

8.1 

-1.8 

1933 . 

45.5 

.7 

44.9 

-.9 

9.3 

2.7 

6.7 

10.7 

2.7 

8.0 

-1.4 

1934 . 

52.4 

.6 

51.7 

■is] 

■BJ 

10.5 

3.1 

7.4 

12.9 

3.1 

9.8 

-2.4 

1935 . 

58.5 

.7 

57.8 

55.7 

11.4 

3.4 

8.0 

13.4 

3.4 

10.0 

-2.0 

1936 . 

66.3 

.8 

65.5 

3.6 

12.9 

4.1 

8.8 

16.1 

4.1 

12.0 

-3.1 

1937 . 

71.2 

.9 

70.3 

3.8 

15.4 

3.2 

12.2 

15.0 

3.2 

11.9 

.3 

1938 . 

65.5 

.8 

64.6 

.7 

15.0 

3.8 

11.2 

16.8 

3.8 

13.0 

-1.8 

1939 . 

70.3 

.9 

69.4 

2.6 

15.4 

4.2 

11.2 

17.6 

4.2 

13.3 

-2.2 

1940 . 

75.7 

1.0 

74.7 

3.8 

17.7 

4.4 

13.3 

18.4 

4.4 

14.0 

-.7 

1941 . 

92.7 

1.1 

91.6 

11.0 

25.0 

4.0 

21.0 

28.8 

4.0 

24.8 

-3.8 

1942 . 

116.9 

.8 

116.1 

27.6 

32.6 

4.4 

28.2 

KSU 

4.4 

59.6 

-31.4 

1943 . 

133.5 

.8 

132.7 

33.4 

49.2 

4.7 

44.4 

4.7 

88.6 

-44.1 

1944 . 

146.3 

.8 

145.5 

108.3 

37.3 

61.2 

6.5 

44.7 

103.0 

6.5 

96.5 

-51.8 

1945 . 

150.2 

1.0 

149.3 

liLM 

29.6 

53.2 

10.4 

42.8 

92.7 

10.4 

82.3 

-39.5 

1946 . 

160.0 

1.4 

158.6 

143.4 

15.2 

50.9 

18.5 

32.4 

45.6 

18.5 

27.0 

5.4 

1947 . 

169.8 

1.8 

168.0 

160.7 

7.3 

56.8 

17.3 

39.5 

42.4 

17.3 

25.1 

14.4 

1948 . 

189.1 

2.2 

13.4 

58.9 

18.8 

40.1 

50.3 

18.8 

31.6 

8.5 

1949 . 

188.6 

2.4 

9.4 

56.0 

21.3 

34.7 

59.1 

21.3 

37.8 

-3.2 

1950 . 

206.9 

2.9 

13.1 

68.7 

22.9 

45.8 

60.8 

22.9 

37.9 

7.8 

1951 . 

226.6 

3.1 

223.5 

17.3 

84.8 

19.9 

64.9 

79.0 

19.9 

69.1 

5.8 

1952 . 

238.3 

3.6 

234.8 

18.2 

89.8 

19.0 

70.8 

93.7 

19.0 

74.7 

-3.8 

1953 . 

Kwail 

248.3 

18.3 

94.3 

19.6 

74.8 

101.2 

13.5 

81.6 

-6.9 

1954 . 

I'it'VJd 

■H 

252.9 

16.4 

89.7 

21.9 

67.8 

96.7 

21.9 

74.8 

-7.0 

1955 . 

270.2 

254.4 

15.8 

100.4 

23.4 

76.9 

97.6 

23.4 

74.2 

2.7 

1956 . 

293.2 

5.9 

287.2 

266.7 

20.6 

109.0 

25.5 

83.5 

104.1 

78.6 

4.9 

1957 . 

306.5 

6.4 

302.2 

281.<4 

Kilrl 

115.6 

28.7 

86.8 

114.9 

86.1 

.7 

1958 . 

318.8 

6.6 

312.3 

290.1 

22.3 

114.7 

33.0 

81.6 

127.2 

94.2 

-12.5 

1959. . 

337.3 

7.1 

330.3 

311.2 

19.1 

128.9 

34.0 

95.0 

131.0 

34.0 

97.0 

-2.1 

1960...1 . 

350.0 

7.8 

342.3 

325.2 

17.0 

139.8 

36.5 

103.3 

136.1 

36.5 

99.6 

3.7 

1961 . 

364.4 

8.1 

366.3 

21.2 

144.6 

41.3 

103.3 

149.0 

41.3 

-4.3 

1962 . 

385.3 

8.6 

376.6 

21.6 

157.0 

42.8 

114.2 

159.9 

42.8 

117.1 

-2.9 

1963 . 

404.6 

9.7 

394.9 

375.0 

19.9 

168.8 

44.4 

124.3 

166.9 

44.4 

122.6 

1.8 

1964 . 

436.6 

10.7 

425.8 

401.4 

24.6 

174.2 

46.7 

127.6 

175.6 

46.7 

128.9 

-1.4 

1965 . 

469.1 

11.9 

457.2 

431.6 

25.7 

189.0 

49.6 

139.4 

185.8 

49.6 

136.2 

3.2 

1966  » . 

505.3 

13.4 

491.9 

465.0 

26.9 

«212.2 

55.7 

•166.6 

208.7 

55.7 

153.1 

•3.5 

Seasonally  adjusted  annual  rates 

1964:  I . 

423.4 

22.0 

172.3 

46.7 

125.6 

173.1 

46.7 

126.5 

-0.9 

II . 

435.1 

26.6 

170.8 

46.4 

124.4 

176.5 

46.4 

130.1 

-5.7 

III.... 

441.2 

BuKj 

22.8 

175.4 

46.7 

128.7 

176.2 

46.7 

129.5 

-.8 

IV.... 

446.6 

11.2 

435.4 

26.6 

178.3 

46.8 

131.5 

176.2 

46.8 

129.4 

2.1 

1965:  I . 

453.2 

11.4 

441.8 

418.9 

22.8 

186.5 

48.5 

138.0 

180.1 

48.5 

131.6 

6.4 

II . 

461.0 

11.8 

449.2 

426.8 

22.4 

188.5 

48.1 

140.6 

182.4 

48.1 

134.3 

6.1 

III.... 

476.2 

12.1 

464.1 

435.0 

29.0 

188.6 

61.9 

136.7 

189.6 

51.9 

137.7 

-1.0 

IV.... 

486.1 

12.4 

473.7 

445.2 

28.5 

192.6 

49.9 

142.6 

191.1 

49.9 

141.2 

1.4 

1966:  I . 

495.1 

12.7 

482.4 

455.6 

26.7 

203.1 

53.4 

149.7 

198.4 

53.4 

145.0 

HR 

II . 

499.9 

13.2 

486.7 

cso 

26.6 

209.6 

53.2 

156.3 

202.2 

53.2 

149.0 

Ill  ... 

507.8 

13.5 

494.3 

469.9 

24.6 

215.9 

66.4 

159.5 

212.5 

66.4 

156.2 

IV  »... 

518.2 

13.9 

504.3 

474.4 

29.9 

69.7 

221.6 

69.7 

161.9 

Bb 

See  footnotes  at  end  of  table. 


Table  B-6. — Gross  national  product:  Receipts  and  expenditures  by  major  economic  groups, 
1929-66 — Ckintinued 
[BilUons  of  dollars] 


>  Personal  income  less  personal  tax  and  nontax  payments  (fines,  penalties,  etc.). 

*  Qovernment  transfer  payments  to  persons,  foreign  net  transfers  by  Oovemment,  net  Interest  paid  by 
government,  and  subsidies  less  current  surplus  of  government  enterprises. 

>  Undistributed  corporate  profits,  corporate  inventory  valuation  adjustment,  capital  consumptim  allow¬ 
ances,  and  wage  accruals  less  disbursements. 

*  Private  business  investment,  purchases  of  capital  goods  by  private  nonprofit  institutions,  and  residential 
housing.  See  Table  B-lO. 

'  Net  foreign  investment  with  sign  changed. 

'  Data  for  corporate  profits  are  approxi^tions  for  the  year  as  a  whole;  data  for  fourth  quarter  are  not 
available.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate 

Non.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-7. — Gross  national  product  by  sector,  7929-66 


[Billions  of  dollars] 


Year  or 
quarter 

Total 

gross 

national 

product 

Gross  private  product  > 

Gross 
govern¬ 
ment 
product  • 

Total 

Total 

Business 

Nonbrm> 

Farm 

House¬ 

holds 

Rest  of 
the  world 

1929 . 

103.1 

98.8 

95.1 

85.4 

9.7 

29 

0.8 

13 

1930 . 

9a4 

85.8 

824 

718 

7.7 

27 

.7 

15 

1931 . 

75.8 

71.2 

68.3 

62  0 

6.3 

23 

.6 

17 

1932 . 

58.0 

53.6 

51.3 

46.8 

16 

1.9 

.4 

14 

1933 . 

55.6 

50.9 

48.9 

44.3 

16 

1.7 

.3 

17 

1934 . 

65.1 

59.5 

67.4 

62  7 

17 

1.8 

.3 

6.6 

1935 . 

72.2 

66.3 

64.1 

67.1 

7.0 

1.9 

.4 

6.9 

1936 . 

82.5 

75.2 

72  9 

66.5 

6.4 

20 

.3 

7.3 

1937 . 

90.4 

83.5 

81.0 

72.7 

8.3 

2.3 

.3 

6.9 

1938 . 

84.7 

77.0 

716 

67.9 

6.6 

22 

.4 

7.6 

1939 . 

9a5 

82.9 

8a3 

710 

6.3 

23 

.3 

7.6 

1940 . 

99.7 

91.9 

89.1 

82  6 

6.5 

24 

.4 

7.8 

1941 . 

1215 

115.1 

112  2 

103.3 

29 

25 

.4 

9.4 

1942 . 

157.9 

142.8 

139.5 

122  6 

29 

.4 

16.1 

1943 . 

191.6 

166.0 

162  4 

147.2 

16.3 

22 

.4 

26.6 

1944 . 

210.1 

177.9 

1728 

168.5 

15.3 

27 

.4 

322 

1945 . 

211.9 

176.8 

172  3 

156.4 

15.9 

11 

.4 

35.2 

1946 . 

208.5 

187.7 

182  7 

163.9 

12  8 

15 

.6 

228 

1947 . 

231.3 

2116 

208.6 

188.5 

222 

6.1 

.8 

16.7 

1948 . 

257.6 

240.1 

233.5 

212  2 

23.3 

5.6 

1.0 

17.4 

1949 . 

2S6.5 

237.0 

230. 1 

211.4 

128 

5.9 

HI 

19.4 

1950 . 

284.8 

263.9 

256.3 

236.3 

220 

6.4 

229 

1951 . 

328.4 

301.0 

292.8 

269.9 

229 

6.9 

27.4 

1952 . 

345.5 

3113 

305.8 

283.7 

222 

7.2 

31.2 

1953 . 

364.6 

332.7 

323.6 

303.3 

223 

7.8 

31.9 

1954 . 

3618 

332.4 

3227 

303.1 

19.6 

8.1 

1.6 

325 

1955 . 

398.0 

363.8 

352  9 

334.1 

128 

9.1 

1.8 

34.2 

1956 . 

419.2 

382.6 

370.8 

352  2 

126 

9.8 

21 

36.6 

1957 . 

441.1 

4020 

389.3 

370.9 

12  4 

10.6 

22 

39.1 

1958 . 

447.3 

406.2 

391.7 

372  9 

228 

11.4 

20 

421 

1959 . 

483.7 

439.4 

425.0 

405.3 

19.6 

12  2 

22 

44.3 

1960 . 

503.7 

456.3 

442  7 

422  2 

22  6 

12  2 

24 

47.6 

1961 . 

520.1 

469.2 

452  3 

431.4 

229 

110 

29 

629 

1962 . 

560.3 

605.7 

487.4 

466.2 

21.2 

15.0 

23 

517 

1963 . 

590.5 

5324 

513.0 

491.5 

21.6 

16.0 

3.4 

68.1 

1964 . 

631.7 

568.7 

547.4 

627.0 

224 

17.3 

10 

620 

1965 . 

681.2 

613.4 

692  8 

667.1 

228 

18.3 

13 

67.8 

1966  » . 

739.5 

663.3 

639.3 

6116 

218 

19.5 

16 

76.2 

Seasonally  adjusted  annual  rates 


1964:  I . 

616.8 

555.6 

534.6 

512  8 

20.7 

16.7 

12 

61.3 

II . 

627.7 

565.5 

6411 

523.4 

20.7 

17.3 

10 

62.3 

III-... 

637.9 

6712 

652  6 

532  5 

20.1 

17.6 

10 

63.7 

IV . 

644.2 

579.4 

558.2 

538.0 

20.2 

17.4 

3.8 

64.8 

1965:  I . 

660.8 

595.2 

573.0 

661.6 

21.4 

17.6 

65.6 

II . 

672.9 

606.4 

683.6 

659.4 

24.2 

18.0 

66.6 

III.... 

686.6 

618.2 

596.3 

670.6 

24.7 

18.7 

68.3 

IV . 

7014 

633.8 

611.2 

586.6 

24.7 

19.1 

Bi 

70.6 

1966:  I . 

721.2 

648.4 

624.9 

599.3 

25.7 

19.1 

728 

11 . 

732.3 

657.6 

634.0 

609.0 

25.0 

19.1 

717 

III.... 

746.3 

667.7 

643.6 

619.1 

214 

19.7 

77.6 

IV».... 

759.1 

679.3 

654.8 

630.5 

24.3 

220 

■i 

79.9 

>  Gross  national  product  less  compensation  of  general  government  employees. 

>  Includes  compensation  of  employees  In  government  enterprises.  Government  enterprises  are  those 
agencies  of  government  whose  operating  costs  are  at  least  to  a  substantial  extent  covered  by  the  sale  of  goods 
and  services,  in  contrast  to  the  general  activities  of  government  which  are  financed  mainly  by  tax  revenues 
and  debt  creation.  Government  enterprises,  in  other  words,  conduct  operations  essentially  commercial  in 
character,  even  though  they  perform  them  under  govertunental  auspices.  The  Post  Office  and  public  power 
systems  are  typical  examples  of  government  enterprises.  On  the  other  hand.  State  universities  and  public 
parks,  where  the  fees  and  admissions  cover  only  a  nominal  part  of  operating  costs,  are  part  of  general 
government  activities. 

*  Compensation  of  general  government  employees. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-8. — Gross  national  product  by  sector,  in  1958  prices,  1929-66 


[Qilllons  of  dollars,  1958  prices] 


Year  or 
quarter 

Total 

gross 

national 

product 

Gross  private  product  > 

Gross 
govern¬ 
ment 
product  > 

Total 

Total 

Business 

Nonfarm  > 

Farm 

House¬ 

holds 

Rest  of 
the  world 

1929 . 

203.6 

190.9 

182.1 

165.1 

17.0 

7.4 

1.4 

12.7 

1930 . 

183.5 

170.1 

161.4 

145.4 

16.1 

7.1 

1.6 

13.3 

1931 . 

169.3 

155.8 

147.7 

129.2 

18.5 

6.6 

1.4 

13.5 

1932 . 

144.2 

131.0 

123.8 

1C5.8 

18.0 

6.0 

1.3 

13.2 

1933 . 

141.5 

127.5 

120.6 

103.0 

17.5 

5.7 

1.2 

14.0 

1934 . 

154.3 

138.3 

131.1 

116.6 

14.6 

6.2 

1.0 

16.0 

1935 . 

169.5 

152.4 

144.9 

128.4 

16.5 

6.4 

1.1 

17.1 

1936 . 

193.0 

173.1 

165.4 

150.5 

14.9 

6.8 

1.0 

19.9 

1937 . 

203.2 

184.3 

176.4 

1.58.5 

17.9 

7.1 

.8 

18.9 

1938 . 

192.9 

172.6 

164.6 

146.8 

17.8 

6.8 

1.1 

20.4 

1939 . 

209.4 

188.7 

180.7 

162.5 

18.2 

7.1 

.9 

20.6 

1940 . 

227.2 

205.6 

197.1 

179.6 

17.5 

7.6 

1.0 

21.6 

1941 . 

263.7 

236.6 

228.1 

209.3 

18.8 

.9 

27.2 

1942 . 

297.8 

257.3 

248.7 

228.0 

20.6 

.8 

40.5 

1943 . 

337.1 

272.8 

264.9 

245.3 

19.6 

.8 

64.3 

1944 . 

361.3 

286.9 

278.9 

259.5 

19.4 

.9 

74.4 

1945 . 

355.2 

282.5 

274.6 

256.6 

18.1 

.8 

72.8 

1946 . 

312.6 

275.1 

267.0 

248.6 

18.5 

.9 

37.5 

1947 . 

309.9 

281.4 

272.8 

255.8 

17.0 

1.1 

28.6 

1948 . 

323.7 

295.0 

286.0 

267.0 

19.0 

7.9 

1.2 

28.7 

1949 . 

324.1 

294.1 

284.7 

266.2 

18.4 

8.2 

1.2 

30.1 

1950 . 

355.3 

324.2 

314.2 

294.9 

19.4 

8.7 

1.3 

31.1 

1951 . 

383.4 

344.6 

334.5 

316.2 

18.4 

8.8 

1.2 

38.8 

1952 . 

395.1 

353.2 

343.2 

324.2 

19.0 

8.8 

1.2 

41.8 

1953 . 

412.8 

371.1 

360.7 

340.7 

20.0 

9.1 

1.3 

41.7 

1954 . 

407.0 

366.2 

355.4 

335.0 

20.4 

9.2 

1.6 

40.0 

1955 . 

438.0 

397.2 

385.4 

364.4 

20.9 

10.1 

1.8 

40.7 

1956 . 

446.1 

404.8 

392.2 

371.4 

20.8 

10.6 

2.0 

41.3 

1957 . 

452.5 

410.5 

397.5 

377.2 

20.3 

10.9 

2.1 

41.9 

1958 . 

447.3 

405.2 

391.7 

370.9 

20.8 

11.4 

2.0 

42.1 

1959 . 

475.9 

433.4 

419.4 

398.3 

21.1 

11.7 

2.2 

42.5 

1960 . 

487.7 

444.0 

429.5 

407.6 

21.9 

12.2 

2.3 

43.7 

1961 . 

497.2 

452.3 

436.9 

414.8 

22.2 

12.4 

2.9 

44.8 

1962 . 

529.8 

482.9 

466.7 

444.6 

22.1 

12.9 

3.4 

46.9 

1963 . 

551.0 

503.2 

486.6 

463.8 

22.8 

13.2 

3.4 

47.8 

1964 . 

580.0 

530.8 

513.3 

491.2 

22.0 

13.6 

3.9 

49.2 

1965 . 

614.4 

563.5 

545.4 

521.7 

23.8 

14.0 

4.1 

50.9 

1966  » . 

647.7 

593.5 

574.8 

552.2 

22.6 

14.4 

4.4 

54.2 

Seasonally  adjusted  annual  rates 

1964:  I . 

569.7 

521.3 

503.9 

482.2 

21.7 

13.2 

4.1 

48.5 

II . 

578.1 

529.1 

511.5 

488.8 

22.6 

13.7 

4.0 

49.0 

Ill . 

585.0 

535.4 

517.6 

495.8 

21.8 

13.9 

3.9 

49.5 

IV . 

587.2 

537.4 

520.0 

497.9 

22.0 

13.7 

3.7 

49.8 

1965:  I . 

600.3 

550.2 

532.2 

509.4 

22.8 

13.4 

4.6 

5ai 

II . 

607.8 

557.3 

538.9 

515.1 

23.8 

13.7 

4.6 

5a5 

Ill . 

618.2 

567.2 

548.9 

524.6 

24.3 

14.2 

4.0 

51.1 

IV . 

631.2 

579.4 

661.6 

537.6 

24.1 

14.5 

3.3 

51.8 

1966:  I . 

640.5 

588.0 

569.4 

546.4 

23.0 

14.3 

4.3 

52.5 

II . 

643.5 

589.9 

571.4 

548.4 

22.9 

14.2 

4.3 

53.6 

Ill . 

649.9 

595.1 

576.2 

554.5 

21.7 

14.5 

4.4 

54.8 

IV»... 

657.0 

601.2 

582.2 

559.4 

22.8 

14.6 

4.3 

55.8 

>  Gross  national  product  less  compensation  of  general  government  employees. 

2  Includes  compensation  of  employees  In  government  enterprises.  Government  enterprises  are  those 
agencies  of  government  whose  operating  costs  are  at  least  to  a  substantial  extent  covered  by  the  sale  of  goods 
and  services,  in  contrast  to  the  general  activities  of  government  which  are  financed  mainly  by  tax  revenues 
and  debt  creation.  Government  ehterprises,  in  other  words,  conduct  operations  essentially  commercial 
in  character,  even  though  they  perform  them  under  governmental  auspices.  The  Post  Office  and  public 
power  systems  are  typical  examples  of  government  enterprises.  On  the  other  hand,  State  universities  and 
public  parks,  where  the  fees  and  admissions  cover  only  a  nominal  part  of  operating  costs,  are  part  of  general 
government  activities. 

>  Compensation  of  general  government  employees. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-9. — Personal  consumption  expenditures,  1929-66 


[Billions  of  dollars] 


Year 

or 

quarter 

Total  personal  consumption 
expenditures 

Durable  goods 

Nondurable  goods 

Services 

Total 

Automobiles  and  parts 

Furniture  and  house¬ 
hold  equipment 

Other 

Total 

Food,  excluding  alco¬ 
holic  beverages  > 

Clothing  and  shoes  * 

Oasoline  and  oil 

Other 

Total 

Housing  > 

Household  operation 

1 

1 

0 

1929 . 

77.2 

9.2 

3.2 

18 

m 

37.7 

19.5 

9.4 

1.8 

m 

30.3 

11.5 

4.0 

B 

1Z2 

1930 . 

69.9 

7.2 

2.2 

3.9 

1.1 

310 

18.0 

8.0 

1.7 

6.3 

28.7 

11.0 

3.0 

n 

11.6 

1931 . 

60.6 

5.5 

1.6 

3.1 

.9 

29.0 

117 

6.9 

1.5 

5.7 

26.0 

10.3 

3.6 

1.9 

10.3 

1932 . 

3.6 

.9 

m 

.6 

22.7 

11.4 

5.1 

1.5 

18 

22.2 

9.0 

3.0 

1.6 

8.6 

1933 . 

3.5 

■SI 

Bl  '■ 

.5 

22.3 

10.9 

16 

1.5 

5.3 

20.1 

7.9 

Z8 

1.5 

7.9 

1934 . 

4.2 

B*  •m 

.6 

26.7 

12.2 

6.7 

1.6 

7.2 

20.4 

7.6 

3.0 

1.6 

8.2 

1935 . 

5.1 

■H 

BJ  il 

.7 

29.3 

13.6 

6.0 

1.7 

7.9 

21.3 

7.7 

3.2 

1.7 

8.7 

1936 . 

61.9 

6.3 

2.3 

Bl 

.8 

3Z9 

15.3 

6.6 

1.9 

9.1 

22.8 

8.0 

3.4 

1.9 

0.6 

1937 . 

6.9 

2.4 

B|  il 

1.0 

35.2 

16.5 

6.8 

Z1 

9.8 

214 

8.6 

3.7 

til 

10.2 

1938 . 

5.7 

1.6 

B)  I 

.9 

34.0 

15.6 

6.8 

Z1 

9.5 

213 

8.9 

3.6 

■H 

0.9 

1939 . 

6.7 

2.2 

3.6 

1.0 

35.1 

15.7 

7.1 

Z2 

10.1 

25.0 

0.1 

3.8 

zo 

10.1 

1940 . 

70.8 

7.8 

Z7 

3.9 

1.1 

37.0 

16.6 

7.4 

Z3 

10.7 

26.0 

9.4 

4.0 

2.1 

10.4 

1941 . 

EjH 

9.6 

3.4 

19 

1.4 

4Z9 

19.2 

8.8 

Z6 

12.2 

28.1 

4.3 

11.2 

1942 . 

88.5 

6.9 

.7 

17 

1.6 

50.8 

23.3 

11.0 

2.1 

114 

30.8 

11.0 

4.8 

1Z3 

1943 . 

IvKi 

6.6 

.8 

■SI 

1.9 

68.6 

27.4 

13.4 

1.3 

16.5 

34.2 

11.5 

5.2 

14.0 

1944 . 

11  :vl 

6.7 

.8 

Kil 

Z2 

613 

29.9 

114 

1.6 

18.4 

37.2 

IZO 

5.0 

16.6 

1945 . 

il'ilrJ 

8.0 

1.0 

16 

2.5 

71.9 

33.2 

16.6 

1.8 

20.5 

39.8 

12.5 

6.4 

16.8 

1946 . 

ckvl 

15.8 

10 

WWi 

82.4 

39.0 

18.2 

3.0 

22.1 

45.3 

13.9 

6.8 

19.7 

1947 . 

20.4 

6.2 

90.5 

43.7 

18.8 

3.6 

24.4 

49.8 

15.7 

7.6 

6.3 

21.4 

1948 . 

rr.tfil 

22.7 

181 

96.2 

46.3 

20.1 

14 

25.4 

517 

17.6 

8.1 

5.8 

23.3 

1949 . 

24.6 

m 

i]y 

94.5 

418 

19.3 

5.0 

25.4 

57.6 

19.3 

8.6 

6.9 

23.9 

1950 . 

191.0 

30.5 

13.1 

111 

3.3 

98.1 

46.0 

19.6 

5.4 

27.1 

62.4 

21.3 

9.6 

6.2 

26.4 

1951 . 

2C8.3 

29.6 

11.6 

114 

3.6 

108.8 

62. 1 

21.2 

6.1 

29.3 

67.9 

23.0 

10.4 

6.7 

26.9 

1952 . 

216.7 

29.3 

11.1 

113 

3.9 

1110 

64.7 

21.9 

6.8 

30.5 

73.4 

26.6 

11.1 

7.1 

28.7 

1953 . 

230.0 

33.2 

112 

119 

11 

116.8 

55.5 

22.1 

7.7 

31.6 

79.9 

29.3 

12.0 

7.8 

30.8 

1954 . 

236.5 

32.8 

13.6 

15.0 

12 

113.3 

56.5 

22.1 

8.2 

31.5 

85.4 

31.7 

12.6 

7.9 

33.2 

1955 . 

254.4 

39.6 

18.4 

16.6 

16 

123.3 

58.1 

23.1 

9.0 

33.1 

91.4 

33.7 

14.0 

8.2 

35.6 

1956 . 

266.7 

38.9 

16.4 

17.5 

5.0 

60.4 

24.1 

9.8 

34.9 

98.5 

36.0 

16.2 

8.6 

38.6 

1957 . 

281.4 

40.8 

18.3 

17.3 

5.2 

'Ml' 

63.9 

24.3 

10.6 

36.7 

105.0 

38.5 

16.2 

9.0 

41.3 

1968 . 

290.1 

37.9 

15.4 

17.1 

5.4 

66.6 

24.7 

11.0 

37.9 

112.0 

41.1 

17.3 

9.3 

44.3 

1959 . 

311.2 

44.3 

19.5 

18.9 

5.9 

68.4 

26.4 

11.6 

40.2 

43.7 

18.6 

10.1 

48.0 

1960 . 

325.2 

45.3 

20.1 

18.9 

6.3 

-hI 

70.1 

27.3 

12.3 

41.6 

128.7 

46.3 

20.0 

10.8 

61.6 

1961 . 

336.2 

44.2 

18.4 

19.3 

6.5 

it*' 

72.1 

27.9 

12.4 

43.5 

135.1 

48.7 

20.8 

10.6 

54.9 

1962 . 

355.1 

49.5 

22.0 

20.6 

6.9 

162.6 

714 

29.6 

12.9 

45.7 

143.0 

52.0 

22.0 

11.0 

58.0 

1963 . 

375.0 

53.9 

24.3 

22.2 

7.5 

168.6 

76.5 

30.6 

13.5 

48.0 

152.4 

55.4 

23.1 

11.4 

62.5 

1964 . 

401.4 

69.4 

25.8 

25.1 

8.5 

178.9 

80.4 

33.6 

111 

50.8 

163.1 

59.2 

24.3 

11.8 

67.8 

1966 . 

431.5 

66.1 

29.8 

27.1 

9.1 

[Tall 

85.4 

35.9 

15.1 

54.1 

1718 

63.2 

25.6 

12.8 

73.3 

1966  » . 

465.0 

69.4 

30.0 

30.1 

9.3 

mi 

91.3 

40.0 

16.0 

58.8 

67.7 

27.2 

14.0 

80.6 

Seasonally  adjusted  annual  rates 

1964: 1 . 

391.1 

57.6 

25.3 

211 

8.2 

<719 

78.5 

32.8 

13.9 

49.6 

158.7 

67.7 

23.8 

11.7 

65.5 

II.... 

398.0 

59.8 

26.0 

25.4 

8.4 

176.5 

79.7 

32.7 

13.9 

.50.1 

161.6 

58.7 

24.2 

11.7 

67.0 

III... 

407.6 

61.1 

27.1 

25.3 

8.7 

181.7 

81.4 

313 

112 

51.8 

164.7 

59.6 

24.7 

11.9 

68.4 

rv... 

4^.8 

58.9 

216 

25.7 

8.6 

182.4 

81.8 

34.4 

114 

51.7 

167.5 

60.7 

24.7 

IZl 

70.1 

1966: 1 . 

418.9 

65.1 

30.1 

26.0 

9.0 

1815 

82.7 

34.6 

114 

52.8 

160.3 

61.6 

24.7 

1Z2 

70.8 

II.... 

428.8 

614 

29.2 

26.2 

9.0 

189.4 

84.8 

35.6 

15.2 

63.8 

173.0 

62.7 

26.4 

12.7 

7Z3 

III... 

435.0 

66.7 

30.2 

27.3 

9.2 

191.4 

85.7 

36.0 

15.3 

54.4 

176.0 

63.6 

26.0 

13.0 

74.2 

IV... 

445.2 

68.0 

29.9 

28.8 

9.3 

197.0 

88.5 

37.6 

15.7 

55.3 

180.2 

64.7 

26.3 

13.4 

76.8 

1966:  I _ 

455.6 

70.3 

31.4 

29.6 

9.3 

201.9 

89.9 

39.4 

15.8 

66.7 

18.3.4 

66.0 

26.6 

13.5 

77.5 

II... 

460.1 

67.1 

28.6 

29.2 

9.3 

m.6 

91.2 

39.7 

16.1 

58.6 

187.4 

67.1 

27.1 

13.0 

70.4 

III... 

4^.9 

70.2 

30.1 

30.7 

9.4 

m.i 

91.8 

41.1 

16.1 

59.2 

191.5 

68.2 

27.6 

14.2 

81.6 

IV  ».. 

474.4 

70.1 

30.0 

31.0 

9.2 

m7 

92.3 

39.9 

16.1 

60.4 

195.6 

60.6 

27.8 

14.5 

83.9 

'  Quarterly  data  are  estimates  by  Council  of  Economic  Advisers. 

<  Includes  standard  clothing  issued  to  military  personnel. 

*  Includes  imputed  rental  value  of  owner-occupied  dwellings. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  IMO. 

i^ourre:  Department  of  Commerce,  Office  of  Business  Economics  (except  as  noted). 
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Table  B^IO. — Gross  private  domestic  investment,  1929-66 
IBUllona  of  doUara] 


Year  or 
quarter 

Total 

gross 

private 

QOiQ^tiC 

invest¬ 

ment 

Fixed  investment 

Change  in  1 

business  1 

inventories  1 

Total 

Nonresldential 

Residential  structures 

Total 

Non¬ 

farm 

Total 

Structures 

Producers’ 

durable 

equipment 

Total 

Non¬ 

farm 

Farm 

Total 

Non¬ 

farm 

Total 

Non¬ 

farm 

1929 . 

16.2 

14.5 

10.6 

5.0 

4.8 

6.6 

4.9 

4.0 

3.8 

0.2 

1.7 

1.8 

1030 . 

10.3 

10.6 

8.3 

3.9 

4.3 

3.7 

2.3 

.1 

-.4 

-.1 

1931 . 

6.6 

6.8 

6.0 

2.3 

2.7 

Z4 

1.7 

^■1"! 

.1 

-1.1 

1032 . 

1.0 

3.4 

2.7 

mM 

1.2 

1.8 

1.3 

.7 

• 

-X8 

1933 . 

1.4 

2.4 

.0 

.9 

1.6 

1.3 

.6 

• 

-1.6 

1934 . 

3.3 

4.1 

3.2 

1.0 

Kni 

2.2 

1.8 

.9 

.1 

-.7 

1935 . 

6.4 

6.3 

4.1 

1.2 

1.2 

2.0 

2.4 

1.2 

.1 

1.1 

1936 . 

8.6 

7.2 

8.6 

1.6 

1.6 

4.0 

3.3 

1.6 

.1 

1.3 

1937 . 

11.8 

0.2 

7.3 

2.4 

2.4 

4.0 

4.1 

1.0 

1.8 

.1 

X6 

1038 . 

8.6 

7.4 

6.4 

1.9 

1.8 

3.6 

2.0 

2.0 

1.0 

.1 

-.9 

1030 . 

9.3 

8.9 

6.9 

2.0 

1.0 

4.0 

3.4 

2.9 

X8 

.1 

.4 

1940 . 

13.1 

11.0 

7.6 

2.3 

2.2 

8.3 

4.6 

3.4 

3.2 

.2 

X2 

1.9 

1041 . 

17.9 

13.4 

9.6 

2.9 

2.8 

6.6 

6.6 

3.0 

.2 

4.8 

4.0 

1042 . 

9.8 

8.1 

6.0 

1.0 

1.8 

4.1 

HXl 

XI 

■Si 

.2 

1.8 

.7 

1943 . 

6.7 

6.4 

6.0 

1.3 

■SI 

3.7 

1.4 

.2 

-.6 

-.6 

1044 . 

7.1 

8.1 

6.8 

1.8 

■Si 

6.0 

mSi 

1.3 

.1 

-1.0 

-.6 

1946 . 

10.6 

11.6 

10.1 

2.8 

■llrJ 

7.3 

6.3 

1.6 

■Kl 

.1 

-1.0 

-.6 

1946 . 

30.6 

24.2 

17.0 

6.8 

6.1 

10.2 

0.2 

7.2 

6.7 

.5 

6.4 

6.4 

1947 . 

34.0 

34.4 

23.4 

7.6 

6.7 

16.0 

14.0 

11.1 

10.4 

.7 

-.6 

1.3 

1948 . 

46.0 

41.3 

26.9 

8.8 

8.0 

18.1 

16.8 

14.4 

13.6 

.0 

4.7 

3.0 

1949 . 

38.7 

38.8 

26.1 

8.8 

7.7 

16.6 

13.7 

13.7 

1X8 

.8 

-3.1 

-X2 

1980 . 

84.1 

47.3 

27.9 

9.2 

8.5 

18.7 

18.7 

19.4 

18.6 

.8 

6.8 

6.0 

1981 . 

89.3 

40.0 

31.8 

11.2 

10.4 

20.7 

17.7 

17.2 

16.4 

.8 

10.3 

9.1 

1982 . 

81.9 

48.8 

31.6 

11.4 

10.6 

20.2 

17.6 

17.2 

16.4 

.8 

3.1 

1983 . 

52.6 

82.1 

34.2 

12.7 

11.9 

21.5 

18.6 

18.0 

17.2 

.8 

.4 

1984 . 

61.7 

63.3 

33.6 

13.1 

12.3 

20.6 

18.0 

19.7 

19.0 

^■1 

-1.6 

1988 . 

67.4 

61.4 

38.1 

14.3 

13.6 

23.8 

21.2 

23.3 

22.7 

6.0 

1986 . 

70.0 

68.3 

43.7 

17.2 

16.6 

26.5 

24.2 

21.6 

20.0 

^■1 

4.7 

1987 . 

67.8 

66.6 

46.4 

18.0 

17.2 

28.4 

26.0 

20.2 

19.8 

1.3 

1988 . 

60.0 

62.4 

41.6 

16.6 

16.8 

26.0 

22.0 

20.8 

20.1 

.6 

-1.6 

1989 . 

78.3 

KIJ 

45.1 

16.7 

15.0 

28.4 

25.4 

28.6 

24.8 

.6 

4.8 

4.8 

1960 . 

74.8 

71.3 

48.4 

18.1 

17.4 

30.3 

27.7 

22.8 

22.2 

.6 

3.6 

1961 . 

71.7 

69.7 

47.0 

18.4 

17.7 

28.6 

26.8 

22.6 

22.0 

.6 

2.0 

1962 . 

83.0 

KfAl 

61.7 

19.2 

18.6 

32.5 

29.4 

26.3 

24.8 

.6 

6.0 

1963 . 

87.1 

81.3 

54.3 

19.8 

18.8 

34.8 

31.2 

27.0 

26.4 

.6 

6.0 

1964 . 

93.0 

88.3 

60.7 

21.0 

20.3 

39.7 

35.0 

27.6 

27.0 

.6 

4.7 

1968 . 

■EXl 

97.5 

69.7 

24.9 

24.2 

44.8 

40.6 

27.8 

27.2 

.6 

9.1 

8.1 

1966  » . 

116.8 

79.3 

27.9 

27.3 

81.4 

46.2 

25.8 

26.3 

.6 

11.4 

11.7 

Seasonally  adjusted  annual  rates 

1964;  I . 

90.2 

37.9 

34.0 

28.6 

27.9 

0.6 

3.6 

3.6 

II.... 

91.8 

38.8 

36.2 

27.9 

27.3 

.6 

4.2 

5.1 

III... 

92.6 

40.7 

36.9 

27.2 

26.6 

.6 

3.6 

4.6 

IV... 

97.4 

90.0 

41.4 

37.7 

26.7 

26.2 

.6 

7.4 

7.9 

1966:  I . 

103.8 

04.4 

66.7 

23.6 

22.9 

43.1 

39.3 

27.7 

27.2 

.6 

9.6 

0.4 

II.... 

96.0 

67.9 

24.6 

24.0 

43.3 

39.4 

28.1 

27.6 

.6 

7.6 

6.7 

III... 

106.7 

98.0 

70.2 

24.4 

23.8 

45.8 

41.3 

27.8 

27.3 

8.7 

7.2 

IV... 

111.9 

101.8 

73.0 

26.8 

26.1 

47.1 

42.3 

27.6 

27.0 

Hi 

■on 

9.0 

1986:  I . 

114.6 

106.6 

77.0 

28.5 

27.8 

48.5 

43.7 

28.6 

28.0 

8.0 

8.8 

II.... 

118.8 

106.2 

78.2 

27.9 

27.2 

KO 

46.4 

28.0 

27.4 

.6 

13.3 

12.1 

III... 

118.0 

106.1 

80.3 

27.7 

27.0 

82.6 

47.8 

24.8 

24.3 

.6 

9.9 

10.4 

IV  ».. 

118.0 

im 

81.7 

27.6 

27.0 

54.1 

48.2 

21.0 

21.3 

.6 

14.4 

16.6 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1080. 
Source:  Department  of  Commerce,  Offlce  of  Business  Economics. 


225 


’'t 


r 


Table  B-1  1. — National  income  by  type  oj  income,  1929-66 


[BllUona  of  dollars] 


Year  or 
quarter 

Total 

na¬ 

tional 

in¬ 

come' 

Compensation  of 
employees 

Business  and  pro¬ 
fessional  Income 
and  inventory 
valuation 
adjustment 

In¬ 
come 
of 
farm 
pro¬ 
prie¬ 
tors  > 

Rental 

In¬ 

come 

of 

per¬ 

sons 

Corporate  profits 
and  Inventory 
valuation 
adjustment 

Net 

inter¬ 

est 

Total 

Wages 

and 

sala¬ 

ries 

Sup¬ 

ple¬ 

ments 

to 

wages 

and 

sala¬ 

ries* 

Total 

In¬ 

come 

of 

unin- 

corpo- 

rated 

enter¬ 

prises 

Inven- 

t«y 

valu¬ 

ation 

adjust¬ 

ment 

Tuial 

Corpo- 

Fato 

DfOutS 

Before 

taxes* 

Inven¬ 

tory 

valu¬ 

ation 

adjiist- 

ment 

1929 . 

86.8 

51.1 

50.4 

0.7 

9.0 

8.8 

0.1 

6.2 

5.4 

10.5 

10.0 

0.5 

4.7 

1930 . 

75.4 

46.8 

46.2 

.7 

7.6 

6.8 

.8 

4.3 

4.8 

7.0 

3.7 

3.3 

4.9 

1931........ 

59.7 

39.8 

39.1 

.6 

5  8 

5.1 

.6 

3.4 

3.8 

2.0 

-.4 

2.4 

5.0 

1932 . 

42.8 

31.1 

30.5 

.6 

3.6 

3.3 

.3 

2.1 

2.7 

-1.3 

-2.3 

1.0 

4.6 

1933 . 

40.3 

29.5 

29.0 

.5 

3.3 

3.9 

-.5 

2.6 

2.0 

-1.2 

10 

-2.1 

4.1 

1934 . 

49.5 

34.3 

33.7 

.6 

4.7 

4.8 

-.1 

3.0 

1.7 

1.7 

2.3 

-.6 

4.1 

1935 . 

57.2 

37.3 

36.7 

.6 

5.5 

5.5 

• 

5.3 

1.7 

3.4 

3.6 

-.2 

4.1 

1936 . 

65.0 

42.9 

41.9 

1.0 

6.7 

6.8 

-.1 

4.3 

1.8 

5.6 

6.3 

-.7 

3.8 

1937 . 

73.6 

47.9 

46.1 

1.8 

7.2 

7.2 

• 

6.0 

2.1 

6.8 

6.8 

3.7 

1938 . 

67.4 

45.0 

43.0 

2.0 

6.9 

6.7 

.2 

4.4 

2.6 

4.9 

4.0 

1.0 

3.6 

1939 . 

72.6 

48.1 

45.9 

2.2 

7.4 

7.6 

-.2 

4.4 

2.7 

6.3 

7.0 

-.7 

3.5 

1940 . 

81.1 

52.1 

49.8 

2.3 

8.6 

8.6 

• 

4.5 

2.9 

9.8 

10.0 

-.2 

3.3 

1941 . 

104.2 

64.8 

62.1 

2.7 

11.1 

11.7 

-.6 

6.4 

3.5 

15.2 

17.7 

-2.5 

3.2 

1942 . 

137.1 

85.3 

82.1 

3.2 

14.0 

14.4 

-.4 

9.8 

4.5 

20.3 

21.5 

-1.2 

3.1 

1943 . 

170.3 

100.5 

105.8 

3.8 

17.0 

17.1 

-.2 

11.7 

5.1 

24.4 

25.1 

-.8 

2.7 

1944 . 

182.6 

121.2 

116.7 

4.5 

18.2 

18.3 

-.1 

11.6 

5.4 

23.8 

24.1 

-.3 

2.3 

1945 . 

181.5 

123.1 

117.5 

5.6 

19.2 

19.3 

-.1 

12.2 

5.6 

19.2 

19.7 

-.6 

2.2 

1946 . 

181.9 

117.9 

112.0 

5.9 

21.6 

23.3 

-1.7 

14.9 

6.6 

19.3 

24.6 

-5.3 

1.5 

1947 . 

199.0 

128.9 

123.0 

5.9 

20.3 

21.8 

-1.5 

15.2 

7.1 

25.6 

31.5 

-6.9 

1.9 

1948 . 

224.2 

141.1 

135.4 

5.8 

22.7 

23.1 

-.4 

17.5 

8.0 

33.0 

35.2 

-2.2 

1.8 

1949 . 

217.5 

141.0 

134.5 

6.5 

22.6 

22.2 

.5 

12.7 

8.4 

30.8 

28.9 

1.9 

1.9 

1950 . 

241.1 

154.6 

146.8 

7.8 

24.0 

25.1 

-1.1 

13.5 

9.4 

37.7 

42.6 

-5.0 

2.0 

1951 . 

278.0 

180.7 

171.1 

9.6 

26.1 

26.5 

-.3 

15.8 

10.3 

42.7 

43.9 

-1.2 

2.3 

1952 . 

291.4 

195.3 

185.1 

10.2 

27.1 

26.9 

.2 

15.0 

11.5 

39.9 

38.9 

1.0 

2.6 

1953 . 

304.7 

209.1 

198.3 

10.9 

27.5 

27.6 

-.2 

13.0 

12.7 

39.6 

40.6 

-1.0 

2.8 

1954 . 

303.1 

208.0 

196.5 

11.5 

27.6 

27.6 

• 

12.4 

13.6 

38.0 

38.3 

-.3 

3.6 

1955 . 

331.0 

224.5 

211.3 

13.2 

30.3 

30.5 

-.2 

11.4 

13.9 

46.9 

48.6 

-1.7 

4.1 

1956 . 

350.8 

243.1 

227.8 

15.2 

31.3 

31.8 

-.5 

11.4 

14.3 

46.1 

48.8 

-2.7 

4.6 

1957 . 

366.1 

256.0 

238.7 

17.3 

32.8 

33.1 

-.3 

11.3 

14.8 

45.6 

47.2 

-1.5 

5.6 

1958 . 

367.8 

257.8 

239.9 

17.9 

33.2 

33.2 

-.1 

13.4 

15.4 

41.1 

41.4 

-.3 

6.8 

1959 . 

400.0 

270.1 

258.2 

20.9 

35.1 

35.3 

-.1 

11.4 

15.6 

51.7 

52.1 

-.5 

7.1 

1960 . 

414.5 

294.2 

270.8 

23.4 

34.2 

34.3 

12.0 

15.8 

49.9 

49.7 

.2 

8.4 

1961 . 

427.3 

302.6 

278.1 

24.6 

35.6 

35.6 

12.8 

16.0 

50.3 

50.3 

-.1 

10.0 

1962 . 

457.7 

323.6 

296.1 

27.5 

37.1 

37.1 

13.0 

16.7 

55.7 

55.4 

.3 

11.6 

1963 . 

481.9 

341.0 

311.1 

29.9 

37.9 

37.9 

13.1 

17.1 

58.9 

59.4 

-.6 

13.8 

1964 . 

517.3 

365.7 

333.6 

32.0 

39.9 

39.9 

12.0 

17.7 

66.6 

67.0 

-.4 

15.5 

1965 . 

559.0 

392.9 

358.4 

34.5 

40.7 

41.0 

-.4 

15.1 

18.3 

74.2 

75.7 

-1.5 

17.8 

1966  » . 

*609.7 

433.3 

392.3 

41.0 

41.8 

42.2 

-.4 

16.0 

18.9 

79.8 

81.8 

-2.0 

20.0 

Seasonally  adjusted  annual  rates 

1964:  I . 

504.0 

355.3 

324.4 

31.0 

39.1 

39.1 

• 

12.2 

17.4 

65.3 

65.8 

-0.5 

14.7 

II . 

513.7 

362.2 

330.6 

31.7 

39.9 

40.2 

-0.2 

12.2 

17.6 

66.5 

66.8 

-.3 

15.1 

III.... 

522.9 

369.8 

337.4 

32.4 

40.3 

40.3 

-.1 

11.7 

17.8 

67.8 

67.8 

15.7 

IV.... 

528.5 

375.3 

342.2 

33.1 

40.3 

40.2 

.1 

11.9 

17.9 

66.8 

67.7 

-.9 

16.3 

1965:  I . 

543.3 

381.7 

348.2 

33.5 

40.5 

40.6 

-.2 

12.9 

18.1 

73.2 

74.6 

-1.3 

16.9 

II . 

552.2 

387.8 

353.7 

34.1 

40.4 

40.9 

-.5 

15.5 

18.3 

72.7 

74.6 

-1.8 

17.5 

III.... 

562.7 

395.6 

360.8 

34.8 

40.7 

41.0 

-.3 

16.0 

18.4 

74.0 

75.0 

-1.0 

18.1 

IV.... 

577.8 

406.5 

370.8 

35.7 

41.1 

41.7 

-.6 

16.0 

18.5 

76.9 

78.7 

-1.8 

18.7 

1966:  I...... 

595.7 

419.6 

380.0 

39.6 

41.4 

42.0 

-.6 

17.0 

18.7 

80.0 

82.7 

-2.8 

19.1 

II . 

604.1 

427.9 

387.4 

40.5 

41.6 

42.2 

-.6 

16.3 

18.8 

79.9 

82.8 

-2.9 

19.6 

III.... 

613.8 

438.3 

396.7 

41.5 

41.9 

42.4 

-.5 

15.4 

18.9 

79.1 

81.9 

-2.8 

20.2 

IV 

447.5 

405.0 

42.5 

42.2 

42.2 

• 

15.2 

19.1 

.5 

21.0 

I  National  Income  is  the  total  net  income  earned  in  production.  It  differs  from  gross  national  product 
mainly  in  that  it  excludes  depreciation  charges  and  other  allowances  for  business  and  institutional  con- 
sun^tion  of  durable  capital  goods,  and'  Indirect  business  taxes.  See  Table  B-12. 

»  Employer  contributions  for  social  insurance  and  to  private  pension,  health,  and  welfare  funds;  compensa¬ 
tion  for  injuries;  directors’  fees;  pay  of  the  military  reserve;  and  a  few  other  minor  items. 

*  Excludes  income  resulting  from  net  reductions  of  farm  inventories  and  gives  credit  in  computing  in¬ 
come  to  net  additions  to  farm  inventories  during  the  period. 

*  See  Table  B-66  for  corporate  tax  liability  and  profits  after  taxes. 

<  Data  for  corporate  profits  are  approximations  for  the  year  as  a  whole;  data  for  fourth  quarter  are  not 
available.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 


226 


Table  B-12. — Relation  oj  gross  national  product  and  rustional  ituome,  7929-66 


[Billions  of  dollars] 


Year  or  quarter 

Gross 

na¬ 

tional 

prod¬ 

uct 

Less: 

Capital 

con¬ 

sump¬ 

tion 

allow¬ 

ances 

Equals: 

Net 

na¬ 

tional 

prod¬ 

uct 

Plus: 

Sub¬ 

sidies 

less 

current 
surplus 
of  gov¬ 
ern¬ 
ment 
enter¬ 
prises 

Less: 

Indirect  business  taxes 

Busi¬ 

ness 

transfer 

pay¬ 

ments 

Sta¬ 

tistical 

dis¬ 

crep¬ 

ancy 

Equals: 

Na¬ 

tional 

income 

Total 

Fed¬ 

eral 

State 

and 

local 

1929 . 

103.1 

7.9 

95.2 

-0.1 

1.2 

5.8 

■s 

86.8 

1930 . 

90.4 

8.0 

82.4 

-.1 

1.0 

6.1 

-.8 

75.4 

1931 . 

75.8 

7.9 

68.0 

• 

6.9 

.9 

6.0 

.7 

69.7 

1932 . 

58.0 

7.4 

50.7 

• 

6.8 

.9 

6.8 

HU 

.3 

42.8 

1933 . 

55.6 

7.0 

48.6 

• 

7.1 

1.6 

6.4 

.6 

40.3 

1934 . 

65.1 

6.8 

58.2 

.3 

7.8 

5.6 

.6 

.5 

49.5 

1935 . 

72.2 

6.9 

65.4 

.4 

8.2 

6.0 

.6 

-.2 

67.2 

1936 . 

82.5 

7.0 

75.4 

♦ 

8.7 

2.3 

6.4 

.6 

1.2 

65.0 

1937 . 

90.4 

83.3 

.1 

9.2 

2.4 

6.8 

.6 

• 

73.6 

1938 . 

84.7 

77.4 

.2 

9.2 

6.9 

.4 

.6 

67.4 

1939 . 

90.5 

83.2 

.5 

9.4 

^EEi 

7.0 

.5 

1.3 

72.6 

1940 . 

99.7 

92.2 

.4 

10.0 

2.6 

■  il 

.4 

1.0 

81.1 

1941 . 

124.5 

8.2 

116.3 

.1 

11.3 

3.6 

.5 

.4 

104.2 

1942 . 

157.9 

0.8 

148.1 

.2 

11.8 

4.0 

.5 

-1.1 

137.1 

1943 . 

191.6 

10.2 

181.3 

.2 

12.7 

4.9 

7.8 

.5 

-2.0 

170.3 

1944 . 

210.1 

11.0 

199.1 

.7 

14.1 

6.2 

8.0 

.5 

2.5 

182.6 

1945 . 

211.9 

11.3 

200.7 

.8 

15.5 

7.1 

8.4 

.5 

3.9 

181.5 

1946 . 

208.5 

9.9 

198.6 

.9 

17.1 

7.8 

9.3 

.5 

.1 

181.9 

1947 . 

231.3 

12.2 

219.1 

-.2 

18.4 

7.8 

10.6 

.6 

.9 

199.0 

1948 . 

257.6 

14.5 

243.1 

-.1 

20.1 

8.0 

12.1 

.7 

-2.0 

224.2 

1949 . 

256.5 

16.6 

239.9 

-.1 

21.3 

8.0 

13.3 

.8 

.3 

217.5 

1950 . 

284.8 

18.3 

266.4 

\ 

23.3 

8.9 

14.5 

.8 

1.5 

241.1 

1951 . 

328.4 

21.2 

307.2 

25.2 

9.4 

16.8 

.9 

278.0 

1952 . 

345.5 

23.2 

322.3 

27.6 

10.3 

17.3 

1.0 

291.4 

1953 . 

364.6 

25.7 

338.9 

29.6 

10.9 

18.7 

1.2 

3017 

1954 . 

364.8 

28.2 

336.6 

29.4 

9.7 

19.7 

1.1 

303.1 

1955 . 

398.0 

31.5 

366.5 

32.1 

10.7 

21.4 

HU 

331.0 

1956 . 

419.2 

34.1 

385.2 

34.9 

11.2 

23.6 

Bh 

-1.1 

350.8 

1957 . 

441.1 

37.1 

404.0 

.9 

37.3 

11.8 

25.5 

• 

366.1 

1958 . 

447.3 

38.0 

408.4 

.9 

38.5 

11.5 

27.0 

1.6 

1.6 

367.8 

1959 . 

483.7 

41.4 

442.3 

■1 

41.5 

12.5 

28.9 

1.7 

-.8 

400.0 

1960 . 

503.7 

43.4 

460.3 

HB 

45.2 

13.6 

31.7 

1.9 

-1.0 

4115 

1961 . 

520.1 

45.2 

474.9 

■1] 

47.7 

13.6 

34.1 

2.0 

-.8 

427.3 

1962 . . 

560.3 

50.0 

510.4 

51.5 

14.6 

36.9 

2.1 

.5 

457.7 

1963 . 

590.5 

52.6 

537.9 

.8 

54.7 

15.3 

39.4 

2.3 

-.3 

481.9 

1964 . 

631.7 

56.0 

575.7 

1.3 

58.5 

16.2 

42.3 

2.5 

-1.4 

517.3 

1965 . 

681.2 

50.6 

621.6 

1.0 

62.7 

16.8 

45.8 

2.6 

-1.6 

1966» . 

739.5 

63.1 

67&4 

1.3 

65.5 

16.0 

49.5 

2.6 

'  -.2 

1  609.7 

Seasonally  adjusted  annual  rates 

1964:  I . 

616.8 

562.2 

1.0 

56.4 

15.5 

40.8 

2.4 

0.4 

5010 

11 . 

627.7 

572.2 

57.9 

16.1 

41.9 

2.5 

-.6 

513.7 

Ill . 

637.9 

581.4 

■il 

59.5 

16.6 

42.9 

2.6 

-2.3 

522.9 

IV . 

644.2 

586.6 

1.4 

60.2 

16.6 

43.7 

2.6 

-Z.Z 

528.5 

1965:  I . 

660.8 

58.2 

602.7 

1.2 

62.0 

17.5 

44.6 

Z6 

-4.1 

543.3 

II . 

672.0 

50.1 

613.8 

1.0 

62.2 

45.4 

2.5 

-2.1 

552.2 

Ill . 

686.5 

60.2 

626.3 

.9 

62.7 

46.4 

2.5 

-.8 

562.7 

IV . 

704.4 

60.8 

643.6 

.9 

63.6 

K2Q 

47.0 

2.6 

.4 

577.8 

1966:  I . 

721.2 

659.7 

.8 

63.0 

16.2 

47.8 

2.6 

-.8 

595.7 

II . 

732.3 

669.6 

.9 

64.7 

16.1 

48.7 

2.6 

-.9 

604.1 

Ill . 

745.3 

681.6 

1.5 

66.3 

16.2 

50.0 

2.6 

.4 

613.8 

rvi> . 

\ 

759.1 

694.6 

1.8 

68.1 

1&5 

51.6 

2.6 

>  Data  for  corporate  profits  are  approximations  for  the  year  as  a  whole;  data  for  fourth  quarter  are  not 

available.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source!  T)enftrtTTieTit  of  Commerce.  Office  of  Business  Economics. 
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Table  B-13. — Relation  oj  national  income  and  personal  income,  1929-66 
[Billions  of  dollars] 


Year  or  quarter 

Natiorukl 

Income 

Less: 

Plus: 

Corpo¬ 
rate 
profits 
and  in¬ 
ven¬ 
tory 
valu¬ 
ation 
ad¬ 
just¬ 
ment 

Contri¬ 

butions 

for 

social 

insur¬ 

ance 

Wage 

ac¬ 

cruals 

less 

dis¬ 

burse¬ 

ments 

Qov- 
em- 
ment 
trans¬ 
fer  pay¬ 
ments 
to  per¬ 
sons 

Inter¬ 
est 
paid 
by 
gov¬ 
ern¬ 
ment 
(net) 
and  by 
con¬ 
sumers 

Divi¬ 

dends 

Busi¬ 

ness 

trans¬ 

fer 

pay¬ 

ments 

1929 . 

86.8 

10.5 

0.2 

• 

0.9 

2.5 

5.8 

0.6 

1930 . 

75.4 

7.0 

.3 

• 

1.0 

1.8 

.5 

59.7 

2.0 

.3 

• 

2.1 

1.8 

Bd 

.6 

1932 . 

42.8 

-1.3 

.3 

• 

1.4 

1.7 

Kb 

.7 

1933 . 

40.3 

-1.2 

.3 

• 

1.5 

1.6 

2.0 

.7 

49.5 

1.7 

.3 

• 

1.6 

1.7 

2.6 

.6 

1935 . 

57.2 

3.4 

.3 

• 

1.8 

1.7 

2.8 

.6 

1936 . 

65.0 

5.6 

.6 

• 

2.9 

1.7 

15 

.6 

1937 . 

73.6 

6.8 

1.8 

• 

1.9 

1.9 

17 

.6 

1938 . 

67.4 

19 

2.0 

• 

1.9 

3.2 

.4 

1939 . 

72.6 

6.3 

2.1 

• 

mM 

1.9 

3.8 

.5 

1940 . 

81.1 

9.8 

• 

2.1 

10 

.4 

1012 

15.2 

• 

2.6 

2.2 

14 

.5 

1942 . 

137.1 

20.3 

• 

2.6 

2.2 

13 

.5 

1943 . 

170.3 

214 

Bn 

2.5 

2.6 

14 

.5 

182.6 

23.8 

-.2 

3.1 

3.3 

16 

.5 

1945 . 

181.5 

19.2 

6.1 

• 

5.6 

12 

16 

.5 

1946 . 

181.9 

19.3 

6.0 

• 

10.8 

5.2 

5.6 

.5 

1947 . 

199.0 

25.6 

Kh 

• 

11.1 

5.5 

6.3 

.6 

1948 . 

2212 

33.0 

Bp 

• 

10.5 

6.1 

7.0 

.7 

217.5 

30.8 

■a 

• 

11.6 

6.5 

7.2 

.8 

1950 . 

241.1 

37.7 

6.9 

• 

14.3 

7.2 

8.8 

.8 

1961 . 

278.0 

42.7 

8.2 

.1 

11.5 

7.6 

8.6 

.9 

1952 . 

291.4 

39.9 

8.7 

12.0 

8.1 

8.6 

1.0 

1963 . 

304.7 

39.6 

8.8 

-.1 

12.8 

9.0 

8.9 

1954 . 

303.1 

38.0 

9.8 

119 

9.5 

9.3 

Bn 

1955 . 

331.0 

46.9 

11.1 

16.1 

10.1 

10.5 

Bn 

1966 . 

350.8 

46.1 

12.6 

• 

17.1 

11.2 

11.3 

Bn 

1957 . 

366.1 

45.6 

115 

• 

19.9 

12.0 

11.7 

1958 . 

367.8 

41.1 

118 

• 

211 

12.1 

11.6 

1.6 

1959 . 

400.0 

51.7 

17.6 

219 

13.6 

12.6 

1.7 

1960 . 

4115 

49.9 

20.7 

• 

26.6 

15.1 

13.4 

1.9 

1961 . 

427.3 

50.3 

21.4 

• 

30.4 

15.0 

13.8 

1962 . 

457.7 

55.7 

24.0 

• 

31.2 

16.1 

15.2 

1963 . 

481.9 

58.9 

26.9 

• 

33.0 

17.6 

16.5 

1964 . 

517.3 

66.6 

28.0 

• 

34.2 

19.1 

17.3 

1965 . 

559.0 

712 

29.2 

• 

37.1 

20.6 

19.2 

2.6 

1966  » . 

>  609.7 

179.8 

37.8 

• 

41.9 

22.8 

20.9 

2.6 

Seasonally  adjusted  annual  rates 


Equals; 


Per¬ 

sonal 

in¬ 

come 


85.  ( 

77.  ( 

65.1 
50.5. 
47.0 
54.0 
60.4 
68.6 

74.1 

68.3 
72.8 

78.3 
96.0 

122.9 

151.3 

165.3 

171.1 

178.7 

191.3 

210.2 

207.2 

227.6 

255.6 

272.5 

288.2 

290.1 

310.9 
333.0 

351.1 

361.2 

383.5 

401.0 

416.8 

442.6 

465.5 
496.0 

535.1 

580.4 


1964:  I. . 

504.0 

65.3 

27.4 

. 

34.6 

18.6 

17.1 

484.0 

II . 

513.7 

66.5 

27.7 

• 

33.9 

18.9 

17.3 

492.0 

Ill . 

522.9 

67.8 

28.2 

0.1 

34.1 

19.4 

17.4 

2.6 

500.3 

IV . 

528.5 

66.8 

28.6 

-.1 

34.4 

19.6 

17.7 

2.6 

507.5 

1965:  I . 

543.3 

73.2 

28.8 

36.0 

20.0 

18.1 

2.6 

518.0 

II . 

552.2 

72.7 

29.0 

35.2 

20.5 

18.8 

527.6 

Ill . 

562.7 

710 

29.2 

39.4 

20.9 

19.5 

541.9 

IV . 

577.8 

76.9 

29.8 

37.9 

21.0 

20.2 

2.6 

552.8 

1966:  I . 

595.7 

80.0 

36.5 

40.0 

21.9 

20.9 

2.6 

5616 

II . 

604.1 

79.9 

37.0 

40.1 

22.5 

21.1 

2.6 

573.5 

Ill . 

613.8 

79.1 

38.5 

42.3 

23.0 

21.1 

2.6 

585.2 

IV  » . 

39.3 

B 

45.3 

23.8 

20.7 

2.6 

598.1 

■  Data  for  corporate  profits  are  approximations  for  the  year  as  a  whoie;  data  for  fourth  quarter  are  not 
available.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-14. — Disposition  of  personal  income,  1929-66 


Year  or 
quarter 


Per¬ 

sonal 

income 


I^ess: 

Per- 

Equals: 

sonal 

Dispos- 

tax 

able 

and 

per- 

nontax 

sonal 

pay¬ 

ments 

income 

Less:  Personal  outlays 


Total 

out¬ 

lays 


Per¬ 

sonal 

con¬ 

sump¬ 

tion 

expend¬ 

itures 


Interest 
paid  by 
con¬ 
sumers 


Per¬ 
sonal 
transfer 
pay¬ 
ments 
to  for¬ 
eigners 


Equals; 

Per¬ 

sonal 

saving 


Billions  of  dollars 


Percent  of  disposable 
personal  income 


Personal 

outlays 

Total 

Con¬ 

sump¬ 

tion 

expend¬ 

itures 

Per¬ 

sonal 

saving 


Percent 


Table  B-15. — Sources  of  personal  income,  J929-66 
[Billions  of  dollars] 


Year  or  quarter 

Total 

per¬ 

sonal 

income 

Wage  and  salary  disbursements  ■ 

Other 
labor 
in¬ 
come  > 

Proprietors' 

income 

Total 

Commodity- 

producing 

industries 

1 

Service 

indus¬ 

tries 

Gov¬ 

ern¬ 

ment 

Busi¬ 

ness 

and 

profes¬ 

sional 

Farm  s 

Total 

Manu¬ 

factur¬ 

ing 

1929 . 

85.9 

50.4 

21.5 

16.1 

8.4 

4.9 

0.6 

9.0 

6.2 

1930 . 

77.0 

46.2 

18.5 

13.8 

14.5 

8.0 

■  1 

.6 

7.6 

4.3 

1931 . 

65.9 

39.1 

14.3 

10.8 

12.5 

B  1 

B  I 

5.8 

3.4 

1932 . 

50.2 

30.5 

9.9 

7.7 

9.8 

B  1 

3.6 

2.1 

1933 . 

47.0 

29.0 

9.8 

7.8 

8.8 

B  1 

3.3 

2.6 

1934 . 

54.0 

33.7 

12.1 

9.6 

9.9 

H  1 

6.1 

4.7 

3.0 

1935 . 

60.4 

36.7 

13.5 

10.8 

10.7 

5.9 

6.5 

5.5 

1936 . 

68.6 

41.9 

15.8 

11.8 

6.5 

7.9 

.6 

6.7 

K 

1937 . 

74.1 

46.1 

18.4 

13.2 

7.1 

7.5 

.6 

7.2 

1938 . 

68.3 

43.0 

15.3 

12.6 

6.8 

8.2 

.6 

6.9 

1939 . 

72.8 

45.9 

17.4 

13.6 

13.3 

7.1 

8.2 

.6 

7.4 

■ 

1940 . 

78.3 

49.8 

19.7 

15.6 

14.2 

7.5 

8.4 

.7 

8.6 

4.5 

1941 . 

96.0 

62.1 

27.5 

16.3 

8.1 

10.2 

.7 

11.1 

6.4 

1942 . 

122.9 

82.1 

39.1 

30.9 

18.0 

9.0 

16.0 

.9 

c  14.0 

9.8 

1943 . 

151.3 

105.6 

48.9 

9.9 

26.6 

1.1 

17.0 

11.7 

1944 . 

165.3 

116.9 

50.3 

22.7 

10.9 

33.0 

1.5 

18.2 

11.6 

1945 . 

171.1 

117.5 

45.8 

24.8 

12.0 

34.0 

1.8 

19.2 

12.2 

1946 . 

178.7 

112.0 

46.0 

36.5 

31.0 

14.4 

20.7 

1.9 

21.6 

14.9 

1947 . 

191.3 

123.0 

54.3 

42.5 

35.2 

16.1 

17.4 

20.3 

15.2 

1948 . 

210.2 

135.3 

61.0 

47.2 

37.6 

17.9 

18.9 

22.7 

17.5 

1949 . 

207.2 

134.6 

57.7 

44.7 

37.7 

18.6 

20.6 

3.0 

22.6 

12.7 

1950 . . 

227.6 

146.7 

64.6 

39.9 

19.9 

22.4 

3.8 

24.0 

13.5 

1951- . 

255.6 

171.0 

76.1 

44.3 

21.7 

28.9 

4.8 

26.1 

15.8 

1952 . 

272.5 

185.1 

81.8 

46.9 

23.3 

33.1 

5.3 

27.1 

15.0 

1953 . 

288.2 

198.3 

89.4 

49.8 

25.1 

34.1 

6.0 

27.5 

13.0 

1954 . 

290.1 

196.5 

85.4 

26.4 

34.6 

6.3 

27.6 

12.4 

1955 . . . 

310.9 

211.3 

92.8 

53.4 

28.9 

7.3 

30.3 

11.4 

1956 . . 

333.0 

227.8 

■lom 

57.7 

31.6 

8.4 

31.3 

11.4 

1957 . 

351.1 

238.7 

60.5 

33.9 

9.5 

32.8 

11.3 

1958 . - . 

361.2 

239.9 

99.7 

60.8 

35.9 

43.5 

9.9 

33.2 

13.4 

1959 . 

383.5 

258.2 

109.1 

86.9 

64.8 

38.7 

45.6 

11.3 

35.1 

11.4 

1960— . 

401.0 

270.8 

112.5 

89.7 

68.1 

41.5 

48.7 

12.0 

34.2 

12.0 

1961 . 

416.8 

278.1 

112.8 

69.1 

44.0 

52.2 

12.7 

35.6 

12.8 

1962 . 

442.6 

296.1 

120.8 

72.5 

46.8 

66.0 

13.9 

37.1 

13.0 

1963 . 

465.5 

311.1 

125.7 

76.0 

49.9 

59.5 

14.9 

37.9 

13.1 

1964 . 

496.0 

333.6 

134.0 

107.2 

81.2 

54.1 

64.3 

16.6 

39.9 

12.0 

1965 . 

535.1 

358.4 

144.3 

■UjU 

86.7 

58.1 

69.2 

18.5 

40.7 

15.1 

1966  » . 

580.4 

392.3 

158.2 

127.2 

93.1 

63.5 

77.4 

20.8 

41.8 

16.0 

Seasonally  adjusted  annual  rates 

1964:  I . 

484.0 

324.4 

130.2 

104.2 

79.1 

62.6 

15.9 

39.1 

12.2 

11 . 

492.0 

330.6 

132.9 

106.2 

80.5 

53.7 

63.5 

16.4 

39.9 

12.2 

Ill . 

500  3 

337.2 

135.5 

108.6 

81.9 

65.0 

16.9 

40.3 

11.7 

IV . 

507.5 

342.3 

137.4 

109.7 

83.1 

66.3 

17.3 

40.3 

11.9 

1965:  I . 

518.0 

348.2 

140.9 

112.6 

84.6 

67.0 

17.8 

40.5 

12.9 

II . 

527.6 

353.7 

142.6 

114.0 

86.0 

57.2 

68.0 

18.2 

40.4 

15.5 

Ill . 

541.9 

360.8 

144.8 

116.2 

87.1 

59.2 

69.7 

18.8 

40.7 

16.0 

IV . 

552.8 

370.8 

148.9 

119.2 

89.1 

60.5 

72.3 

19.4 

41.1 

16.0 

1966:  I . 

564.6 

380.0 

153.8 

123.0 

90.8 

61.3 

74.1 

20.0 

41.4 

17.0 

II . 

573.5 

387.4 

157.0 

126.0 

92.1 

62.5 

75.9 

20.6 

41.6 

16.3 

Ill . 

585.2 

396.7 

159.6 

128.6 

93.9 

64.4 

78.8 

21.1 

41.9 

15.4 

IV  » . 

598.1 

405.0 

162.3 

131.2 

95.8 

65.8 

81.0 

21.7 

42.2 

15.2 

See  footnotes  at  end  of  table. 
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Table  B-15. — Sources  oj personal  iruome,  7929-66 — Continued 


[Billions  of  dollars] 


Year  or 
quarter 

Rental 
income 
of  per¬ 
sons 

Divi¬ 

dends 

Personal 

interest 

income 

Total 

Trai 

Old-age 
and  sur¬ 
vivors 
insur¬ 
ance 
benefits 

asfer  paym 

State 
unem> 
ploy- 
ment  in¬ 
surance 
benefits 

ents 

Vet¬ 

erans’ 

benefits 

Other 

Less: 
Personai 
contri¬ 
butions 
for  sociai 
insur¬ 
ance 

Non¬ 
agricul¬ 
tural 
personal 
income ' 

R  A 

5.8 

7.2 

1.5 

0.9 

0.1 

77.6 

4.8 

6.6 

6.8 

1.6 

■ 

.9 

.1 

70.8 

3.8 

•  4.1 

6.7 

2.7 

1.1 

.2 

60.8 

2.7 

2.6 

6.3 

2.2 

1.4 

.2 

46.7 

2.0 

2.0 

5.7 

2.1 

1.6 

.2 

43.2 

1.7 

2.6 

5.8 

2.2 

1.8 

.2 

49.8 

1.7 

2.8 

5.7 

2.4 

1.9 

.2 

53.9 

1.8 

4.5 

5.5 

3.5 

1.9 

1.6 

.2 

63.0 

1937 . 

2.1 

4.7 

5.6 

2.4 

• 

• 

.6 

1.8 

.6 

66.7 

1938 . 

2.6 

3.2 

5.6 

2.8 

• 

0.4 

1.9 

.6 

62.6 

1939 . 

2.7 

3.8 

5.6 

3.0 

• 

.4 

2.0 

.6 

66.9 

1940 . 

2.9 

4.0 

5.4 

3.1 

• 

.6 

2.0 

.7 

72.3 

1941 . 

K  ] 

4.4 

5.5 

3.1 

0.1 

.3 

2.2 

.8 

87.8 

1942 . 

K  1 

4.3 

6.3 

3.1 

.1 

.3 

2.2 

1.2 

111.0 

1943 . 

B  1 

4.4 

6.3 

3.0 

.1 

2.2 

1.8 

137.3 

1944 . 

H  ] 

4.6 

5.6 

3.6 

.1 

.9 

2.4 

151.2 

1945 . 

5.6 

4.6 

6.3 

6.2 

.4 

2.8 

2.7 

156.4 

1946 . 

6.6 

5.6 

6.8 

11.3 

1.1 

6.7 

3.1 

2.0 

161.0 

1947 . 

7.1 

6.3 

7.5 

11.7 

.8 

6.7 

3.7 

2.1 

173.0 

1948 . 

8.0 

7.0 

7.9 

11.2 

.6 

.8 

6.8 

4.1 

189.4 

1949 . 

8.4 

7.2 

8.6 

12.4 

.7 

1.7 

5.1 

4.9 

191.3 

9.4 

8.8 

9.2 

15.1 

1.0 

1.4 

4.9 

7.9 

2.9 

210.9 

1951 . 

10.3 

8.6 

9.9 

12.5 

1.9 

.8 

3.9 

5.9 

3.4 

236.4 

1952 . 

11.5 

8.6 

10.6 

13.0 

2.2 

1.0 

3.9 

6.0 

3.8 

254.1 

1953 . 

12.7 

8.9 

11.8 

14.0 

3.0 

1.0 

6.3 

4.0 

271.9 

1954 . 

13.6 

9.3 

13.1 

16.0 

3.6 

2.0 

6.5 

4.6 

274.7 

1955 . 

13.9 

10.6 

14.2 

17.3 

4.9 

1.4 

6.8 

5.2 

296.4 

1956 . 

14.3 

11.3 

15.7 

18.5 

1.4 

7.2 

5.8 

.318.5 

1957 . 

14.8 

11.7 

17.6 

21.4 

1.8 

7.9 

6.7 

336.6 

1958.. . 

15.4 

11.6 

18.9 

25.7 

8.5 

3.9 

4.6 

8.7 

6.9 

344.3 

1959 . 

15.6 

12.6 

20.7 

26.6 

10.2 

2.5 

4.6 

9.4 

7.9 

368.5 

1960 . 

15.8 

13.4 

23.4 

28.5 

11.1 

2.8 

4.6 

10.0 

9.3 

385.2 

1961 . 

16.0 

13.8 

32.4 

12.6 

4.0 

4.8 

10.9 

9.6 

400.0 

1962 . 

16.7 

1.V2 

33.3 

14.3 

2.9 

4.8 

11.2 

10.3 

425.5 

1963 . 

17.1 

16.5 

35.3 

15.2 

2.8 

5.0 

12.2 

11.8 

448.1 

1964 . 

17.7 

17.3 

34.6 

36.8 

16.0 

2.6 

5.3 

12.9 

12.5 

479.7 

1965 . 

18.3 

19.2 

38.4 

39.7 

18.1 

2.2 

5.6 

ia8 

13.2 

515.6 

1966  » . 

18.9 

42.8 

44.5 

21.0 

1.8 

6.1 

15.7 

17.6 

559.7 

Seasonally  adjusted  annual  rates 

1964:  I.... 

17.4 

17.1 

33.3 

37.1 

15.8 

■jH 

13.3 

12.3 

467.7 

II... 

17.6 

17.3 

36.4 

15.9 

12.7 

'Mm 

475.5 

III.. 

17.8 

17.4 

36.1 

36.6 

16.1 

12.8 

484.4 

IV.. 

17.9 

17.7 

36.9 

37.0 

16.3 

2.4 

13.0 

491.3 

1965:  I.... 

18.1 

18.1 

36.9 

38.6 

16.7 

Kn 

14.1 

^hIH 

500.9 

II... 

18.3 

18.8 

37.8 

16.6 

13.3 

13.2 

507.7 

III.. 

18.4 

19.6 

38.9 

42.0 

20.4 

13.7 

13.2 

521.5 

IV.. 

18.5 

20.2 

39.7 

40.5 

18.6 

2.0 

5.8 

14.1 

13.5 

532.2 

1966:  I.... 

18.7 

20.9 

41.0 

42.6 

19.5 

2.0 

5.9 

15.2 

16.9 

542.0 

II... 

18.8 

21.1 

42.1 

42.8 

19.7 

1.6 

6.0 

15.4 

17.1 

552.5 

III.. 

18.9 

21.1 

43.2 

44.9 

21.2 

1.8 

6.1 

15.8 

18.1 

565.1 

IV  » 

19.1 

20.7 

44.8 

47.9 

23.5 

1.7 

6.3 

16.4 

18.5 

578.2 

■  The  total  of  wage  and  salary  disbursements  and  other  labor  income  differs  from  compensation  of  em¬ 
ployees  in  Table  B-11  in  that  it  excludes  employer  contributions  for  social  insurance  and  excludes  the  excess 
of  wage  accruals  over  wage  disbursements. 

>  Excludes  income  resulting  from  net  reductions  of  inventories  and  gives  credit  in  computing  income  to 
net  additions  to  inventories  during  the  period. 

’  Nonagricultural  income  is  personal  income  exclusive  of  net  income  of  unincorporated  farm  enterprises, 
farm  wages,  agricultural  net  interest,  and  net  dividends  paid  by  agricultural  corporations. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-16. — Total  and  per  capita  disposable  personal  income  and  personal  consumption 
expenditures,  in  current  and  1958  prices,  1929-66 


Year  or  quarter 

Disposable  personal  income 

Personal  consumption  expenditures 

Popu¬ 
lation 
(thou¬ 
sands)  < 

Total  (billions 
of  dollars) 

Per  capita 
(dollars) 

Total  (billions 
of  dollars) 

Per  capita 
(dollars) 

Current 

prices 

1958 

prices 

Current 

prices 

1958 

prices 

Current 

prices 

1958 

prices 

Current 

prices 

1958 

prices 

1929 . 

83.3 

150.6 

683 

1,236 

77.2 

139.6 

634 

1, 145 

121, 875 

1930 . 

74.5 

139.0 

605 

1, 128 

69.9 

130.4 

567 

1,059 

123,188 

1931 . 

64.0 

133.7 

516 

1,077 

60.5 

126.1 

487 

1,016 

124, 149 

1932 . 

48.7 

115.1 

390 

921 

48.6 

114.8 

389 

919 

124. 949 

1933 . 

45.5 

112.2 

362 

893 

45.8 

112.8 

364 

897 

125,690 

1934 . 

52.4 

120.4 

414 

952 

51.3 

118.1 

406 

934 

126,485 

1935 . 

58.5 

131.8 

459 

1,035 

55.7 

125.5 

437 

985 

127.362 

1935 . 

66.3 

148.4 

518 

1,158 

61.9 

138.4 

483 

1,080 

128, 181 

1937 . 

71.2 

153.1 

552 

1, 187 

66.5 

143.1 

516 

1,110 

128,961 

1938 . 

65.5 

143.6 

504 

1, 105 

63.9 

140.2 

492 

1,079 

129,969 

1939 . 

70.3 

155.9 

537 

1, 190 

66.8 

148.2 

510 

1, 131 

131,028 

1940  . 

75.7 

166.3 

573 

1,259 

70.8 

155.7 

536 

1,178 

132. 122 

1941 . 

92.7 

190.3 

695 

1,427 

80.6 

165.4 

604 

1,240 

133,402 

1942 . 

116.9 

213.4 

867 

1,582 

88.5 

161.4 

656 

1,197 

134,860 

1943 . 

133.5 

222.8 

976 

1,629 

99.3 

165.8 

726 

1, 213 

136.739 

1944 . 

146.3 

231.6 

1,057 

1,673 

108.3 

171.4 

782 

1,238 

138,397 

1945 . 

150.2 

229.7 

1,074 

1,642 

119.7 

183.0 

855 

1,308 

139.928 

1946 . 

160.0 

227.0 

1, 132 

1,606 

143.4 

203.5 

1,014 

1,439 

141,389 

1947 . 

169.8 

218.0 

1, 178 

1,513 

160.7 

206.3 

1. 115 

1,431 

144,126 

1948 . 

189.1 

229.8 

1,290 

1,567 

173.6 

210.8 

1, 184 

1,438 

146.631 

1949 . 

188.6 

230.8 

1,264 

1, 547 

176.8 

216.5 

1, 185 

1,451 

149, 188 

1950 . 

206.9 

249.6 

1,364 

1,646 

191.0 

230.5 

1,259 

1,520 

151,684 

1951 . 

226.6 

255.7 

1,469 

1,657 

206.3 

232.8 

1,337 

1,509 

154,287 

1952 . 

238.3 

263.3 

1,518 

1,678 

216.7 

239.4 

1,381 

1,525 

156, 9.54 

1953 . 

252.6 

275.4 

1,583 

1,726 

230.0 

250.8 

1,441 

1,572 

159.565 

1954 . 

257.4 

278.3 

1,585 

1,714 

236.5 

255.7 

1,456 

1,575 

162,391 

1955 . 

275.3 

296.7 

1,666 

1,795 

254.4 

274.2 

1,539 

1,659 

165,275 

1956 . 

293.2 

309.3 

1,743 

1,839 

266.7 

281.4 

1,585 

1,673 

168,221 

1957 . 

308.5 

315.8 

1,801 

1,844 

281.4 

288.2 

1,643 

1,683 

171,274 

1958 . 

318.8 

318.8 

1,831 

1,831 

290.1 

290.1 

1,666 

1,666 

174, 141 

1959 . 

337.3 

333.0 

1,905 

1,881 

311.2 

307.3 

1,758 

1,735 

177,073 

1960 . 

350.0 

340.2 

1,937 

1,883 

325.2 

316.1 

1,800 

1,749 

180,684 

1961 . 

364.4 

350.7 

1,983 

1,909 

335.2 

322.5 

1,824 

1,755 

183.756 

1962 . 

385.3 

367.3 

2,064 

1,968 

355.1 

338.4 

1,902 

1,813 

186,656 

1963 . 

404.6 

381.3 

2,136 

2,013 

375.0 

353.3 

1,980 

1,865 

189, 417 

1964... . 

436.6 

406.5 

2,272 

2,116 

401.4 

373.8 

2,089 

1,946 

192, 120 

1965 . 

469.1 

430.8 

2,411 

2,214 

431.5 

396.2 

2,218 

2,036 

194,572 

1966  » . 

505.3 

451.5 

2,567 

2,294 

465.0 

415.5 

2,362 

2,111 

196,842 

Seasonally  adjusted  annual  rates 

1964:  I . 

423.4 

395.7 

2,070 

391.1 

365.7 

2,046 

1,913 

191, 163 

II . 

435.1 

405.5 

2,114 

398.0 

371.0 

1 

1,934 

191, 781 

Ill . 

441.2 

410.8 

2,292 

2,134 

407.5 

379.5 

1,972 

192,492 

IV . 

446.6 

413.9 

2;  312 

2,142 

408.8 

378.9 

1,961 

193,196 

1965:  I . 

453.2 

418.8 

2,339 

2,162 

418.9 

387.1 

2,162 

1,998 

193, 731 

II . 

461.0 

423.7 

2,181 

426.8 

392.2 

2,197 

2,019 

194,268 

Ill . 

476.2 

436.8 

2,241 

435.0 

398.9 

21232 

2,047 

194.898 

IV . 

486.1 

443.9 

2,486 

445.2 

406.5 

2,277 

2,079 

195, 543 

1966:  I . 

495.1 

448.4 

2,525 

2,287 

455.6 

412.8 

2,324 

2,105 

196,082 

II . 

499.9 

447.9 

2;  543 

2,278 

460.1 

412.2 

2,343 

2,097 

196,585 

Ill . 

507.8 

452.2 

2,576 

2,294 

469.9 

418.3 

2,384 

2,122 

197, 124 

IV  » . 

518.2 

457.0 

2,621 

2,311 

474.4 

418.5 

2,399 

2,117 

197,717 

■  Population  of  the  United  States  including  armed  forces  abroad.  Annual  data  are  for  July  1;  quarterly 
data  are  for  middle  of  period,  Interpolated  from  monthly  data. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Sources:  Department  of  Commerce  (OfiBce  of  Business  Economics  and  Bureau  of  the  Census)  and  Council 
of  Economic  Advisers. 
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Table  B-t7. — Number  and  money  income  of  families  and  unrelated  individuals,  1947-65 


Year 

Families  ' 

Total 

Poor » 

Number 

(millions) 

Median 
income  (1965 
prices) 

Number 

(millions) 

Incidence 

(percent) 

37.2 

4,275 

11.2 

30.0 

38.6 

4, 178 

12.0 

31.2 

39.3 

4,116 

12.7 

32.3 

39.9 

4,  .351 

11.9 

29.9 

40.6 

4,507 

11.3 

27.8 

40.8 

4,625 

10.7 

26.3 

41.2 

5,002 

10.1 

24.6 

1954 . . 

42.0 

4,889 

11.0 

26.2 

42.9 

5,223 

10.1 

23.6 

43.5 

5,561 

9.4 

21.5 

43.7 

5,554 

9.5 

21.7 

44.2 

5,543 

9.6 

21.8 

45.1 

5,856 

9.3 

20.6 

45.5 

5,991 

9.2 

20.3 

1961 . 

46.3 

6,054 

9.3 

20.1 

1962 . 

47.0 

6,220 

8.9 

18.9 

47.4 

6,444 

8.5 

18.0 

1964 . 

47.8 

6,676 

8.2 

17.1 

1965 . 

48.3 

6,882 

8.0 

16.5 

Unrelated  individuals  > 

Total 

Poor  • 

Number 

Median 

Number 

Incidence 

(millions) 

income  (lOOtJ 
prices) 

(millions) 

(percent) 

1947 . 

8.2 

1,407 

4.3 

52.3 

1948 . 

8.4 

1,365 

4.5 

54.0 

1949 . 

9.0 

1,430 

4.7 

51.9 

1950 . 

9.4 

1,421 

4.9 

52.1 

1951 . 

9.1 

1,470 

4.6 

50.7 

1952 . 

9.7 

1,692 

4.5 

46.6 

1953 . 

9.5 

1,662 

4.5 

47.5 

1954 . . . 

9.7 

1,454 

5.0 

51.2 

1955 . 

9.9 

1,561 

4.8 

48.9 

1956 . 

9.8 

1,670 

Via 

46.9 

1957 . 

10.4 

1,720 

46.1 

1958 . 

10.9 

1,875 

46.9 

1959 . 

10.9 

1,718 

5.0 

46.0 

1960 . 

11.1 

1,857 

4.9 

44.3 

1961 . 

11.2 

1,862 

4.9 

43.5 

1962 . 

11.0 

1,841 

4.8 

43.2 

1963 . 

11.2 

1,862 

4.8 

42.8 

1964 . 

12.1 

2,017 

5.0 

41.4 

1965 . 

12.1 

2,110 

4.7 

38.8 

>  The  term  “family"  refers  to  a  group  of  two  or  more  persons  related  by  blood,  marriage,  or  adoption  and 
residing  together;  all  such  persons  are  considered  members  of  the  same  family. 

-  Poverty  is  defined  to  include  all  families  with  total  money  income  of  less  than  $3,000  in  1965  prices; 
these  are  also  referred  to  as  poor  families.  Incidence  of  poverty  is  measured  by  the  percent  that  poor  families 
are  of  all  families. 

s  The  term  “unrelated  individuals”  refers  to  persons  14  years  of  age  and  over  (other  than  inmates  of  insti¬ 
tutions)  who  are  not  living  with  any  relatives. 

*  Poverty  is  defined  to  include  all  unrelated  individuals  with  total  money  income  of  less  than  $1,500  in 
1965  prices.  Incidence  of  poverty  is  measured  by  the  percent  that  poor  unrelated  individuals  are  of  all 
unrelated  individuals. 

Note. — The  number  of  poor  and  incidence  of  poverty  shown  in  this  table  differ  from  data  shown  in 
Chapter  6,  Tables  18  and  19.  In  Chapter  6,  poverty  is  defined  by  the  new  Social  Security  Administration 
poverty-income  standard;  it  takes  into  account  family  size,  composition,  and  place  of  residence  (as  well 
as  the  amount  of  money  income). 

Data  for  Alaska  and  Hawaii  included  beginning  1959. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 
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Table  B-18. — Sources  and  uses  oj  gross  r  "ing,  1929-66 
(Billions  of  dollars] 


Year  or  quarter 

Gross  private  saving  and  government  surplus  or 
deficit,  national  income  and  product  accounts 

Gross  investment 

Statis¬ 

tical 

dis¬ 

crep¬ 

ancy 

Total 

Private  saving 

Government  surplus 
or  deficit  (-) 

Total 

Gross 
private 
domes¬ 
tic  in¬ 
vest¬ 
ment 

Net 
foreign 
invest¬ 
ment  < 

Total 

Per¬ 

sonal 

saving 

Gross 

busi¬ 

ness 

saving 

Total 

Fed¬ 

eral 

State 

and 

local 

1929 . 

16.3 

15.3 

12 

11.2 

1.0 

1.2' 

-0.2 

17.0 

16.2 

0.8 

0.7 

1930 . 

11.8 

12.1 

3.4 

8.6 

-.3 

.3 

-.6 

11.0 

10.3 

.7 

-.8 

1931 . 

5.1 

8.0 

2.6 

5.3 

-2.9 

-2.1 

-.8 

5.8 

5.6 

.2 

.7 

1932 . 

HI 

-.6 

3.2 

-1.8 

-1.5 

1.1 

1.0 

.2 

.3 

1933 . 

Hi 

-.9 

3.2 

-1.4 

-1.3 

1.6 

.2 

.6 

1934 . 

3.2 

5.6 

HI 

6.2 

-2.4 

-2.9 

3.8 

.4 

.5 

1935 . 

6.6 

8.6 

6.4 

-2.0 

-2.6 

6.4 

6.4 

-.1 

-.2 

1936 . 

7.2 

10.3 

3.6 

6.7 

-3.1 

-3.6 

8.4 

8.5 

-.1 

1.2 

1937 . 

11.9 

11.5 

3.8 

7.7 

.3 

-.4 

11.8 

11.8 

.1 

• 

1938 . 

7.0 

8.7 

.7 

8.0 

-1.8 

-2.1 

7.6 

6.5 

1.1 

.6 

1939 . 

8.8 

11.0 

2.6 

8.4 

-2.2 

-2.2 

10.2 

9.3 

.9 

1.3 

1940 . 

13.6 

14.3 

3.8 

10.5 

-.7 

-1.3 

.6 

116 

13.1 

1.5 

1.0 

1941 . 

18.6 

22.4 

11.0 

11.4 

-3.8 

-5.1 

1.3 

19.0 

17.9 

1.1 

.4 

1942 . 

10.7 

42.0 

27.6 

115 

-31.4 

-33.1 

1.8 

9.6 

9.8 

-.2 

-1.1 

1943 . 

5.5 

49.7 

33.4 

16.3 

sm 

-46.6 

2.5 

3.5 

5.7 

-2.2 

-2.0 

1944 . 

2.5 

54.3 

37.3 

17.1 

-54.5 

2.7 

5.0 

7.1 

-2.1 

2.5 

1945 . 

5.2 

44.7 

29.6 

15.1 

-42.1 

2.6 

9.1 

10.6 

-1.4 

3.9 

1946 . 

35.1 

29.7 

15.2 

115 

HCVb 

1.9 

35.2 

30.6 

4.6 

.1 

42.0 

27.5 

7.3 

20.2 

Htill 

1.0 

42.9 

34.0 

8.9 

.9 

1948 . 

49.9 

41.4 

13.4 

28.0 

Hrci 

Bu 

;i 

47.9 

46.0 

1.9 

-2.0 

1949 . 

35.9 

39.0 

9.4 

29.7 

-3.2 

BI 

-.7 

36.2 

35.7 

.5 

.3 

1950 . 

50.4 

42.5 

13.1 

29.4 

7.8 

9.1 

-1.2 

61.8 

54.1 

-2.2 

1.5 

1951 . 

56.1 

50.3 

17.3 

33.1 

5.8 

6.2 

-.4 

59.5 

59.3 

.2 

3.3 

1952 . 

49.5 

53.3 

18.1 

35.1 

-3.8 

-3.8 

• 

51.6 

51.9 

-.3 

2.2 

1953 . 

47.5 

54.4 

18.3 

36.1 

-6.9 

.1 

50.5 

52.6 

-2.1 

1954 . 

48.5 

55.6 

16.4 

39.2 

-7.0 

-1.1 

51.3 

51.7 

-.5 

2.7 

1955 . 

64.8 

62.1 

15.8 

46.3 

2.7 

-1.3 

67.4 

-.5 

2.1 

1956 . 

72.7 

67.8 

20.6 

47.3 

19 

-.9 

■DEI 

70.0 

1.5 

-1.1 

1957 . 

71.2 

■fin 

20.7 

49.8 

.7 

-1.4 

71.2 

67.8 

3.4 

• 

1958 . 

69.2 

71.7 

22.3 

49.4 

-12.5 

-10.2 

-2.3 

60.7 

60.9 

-.2 

1.6 

1959 . 

73.8 

75.9 

19.1 

56.8 

HI 

-1.2 

-.8 

73.0 

75.3 

-2.3 

-.8 

1960 . 

77.5 

73.9 

17.0 

56.8 

B  1 

.2 

76.6 

74.8 

*1.7 

1961 . 

75.5 

79.8 

21.2 

58.7 

Bio 

:l 

-.5 

717 

71.7 

3.0 

-.8 

1962 . 

85.0 

87.9 

21.6 

66.3 

-2.9 

:l 

.9 

8,5.5 

83.0 

2.5 

.5 

1963 . 

88.7 

19.9 

68.8 

1.8 

.7 

1.2 

90.3 

87.1 

3.1 

-.3 

1964 . 

■  (OKI 

215 

76.9 

-1.4 

-3.0 

1.7 

98.7 

93.0 

5.7 

-1.4 

1965 . 

25.7 

83.4 

3.2 

1.6 

1.6 

110.7 

106.6 

4.2 

-1.6 

1966  » . 

M18.6 

M15. 1 

26.9 

>88.2 

>3.5 

>.2 

>3.3 

118.4 

lia5 

1.9 

>—.2 

Seasonally  adjusted  annual  rates 

1964: 1 . 

96.0 

96.9 

22.0 

719 

-1.9 

96.5 

6.3 

0.4 

11 . 

97.4 

103.1 

26.6 

76.5 

Em 

-a  7 

Btf 

96.8 

91.8 

6.0 

-.6 

Ill . 

100.4 

101.2 

22.8 

78.4 

^2X1 

BTl 

98.2 

92.5 

6.7 

-2.3 

IV . 

106.6 

1015 

26.6 

Bi 

B 

2.6 

103.3 

97.4 

5.9 

-3.3 

1965: 1 . 

111.7 

105.3 

22.8 

1.9 

107.6 

3.8 

-4.1 

II . 

lia9 

1018 

22.4 

82.4 

ai 

14 

1.7 

108.8 

5.1 

-2.1 

Ill . 

111.8 

11^8 

29.0 

83.8 

-1.0 

-2.5 

1.5 

110.9 

106.7 

HS 

-.8 

IV . 

115.0 

113.6 

28.5 

85.1 

1.4 

-.2 

1.6 

115.4 

111.9 

1966: 1 . 

117.9 

113.2 

26.7 

86.5 

17 

2.3 

2.4 

117.1 

114.5 

2.6 

-.8 

II . 

121.2 

113.9 

26.6 

87.3 

7.3 

3.8 

3.5 

120.3 

118.5 

1.8 

-.9 

Ill . 

115.8 

112.5 

24.5 

88.0 

3.3 

-.5 

3.8 

iiai 

116.0 

1.1 

.4 

IV  p 

29.9 

120. 1 

118.0 

2.1 

■  Net  exports  of  goods  and  services  less  net  transfers  to  foreigners. 

>  Data  for  corporate  profits  are  approximations  for  the  year  as  a  whole;  data  for  fourth  quarter  aie  not 
available.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate. 
Note.— Data  for  Alaska  and  Hawaii  included  beginning  1960. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 


234 


POPULATION,  EMPLOYMENT,  WAGES,  AND  PRODUCTIVITY 


Table  B-19, — Population  by  age  groups:  Estimates,  1929-66,  and  projections,  1970-85 


[Thousands  of  persons] 


Age  (years) 


I 


July  1 

Total 

Estimates: 

1929 . 

121, 767 

1930 . 

123,077 

124,040 

1931 . 

1932 . 

124,840 

1933 . 

125, 579 

1934 . 

126,374 

1935 . 

127,250 

1936 . 

128,053 

1937 . 

128,825 

1938 . 

129,825 

1939 . 

130,880 

1940 . 

132, 122 
133,402 

1941 . 

1942 . 

134,860 

1943 . 

136,739 

1944 . 

138;  397 

1945 . 

139,928 

1946 . 

141,389 

1947 . 

144,126 

1948 . 

146,631 

1949 . 

149, 188 

1950 . 

152,271 

1951 . 

154, 878 

1952 . 

157,553 

1953 . 

160;  184 

1954 . 

163, 026 

1955 . 

165,931 

1956 . 

168;  903 

1957 . 

171,984 

1958 . 

174;  882 

1959 . 

177,830 

1960 . 

1961 . 

1962 . 

186,656 

1963 . 

189,417 

1964 . 

192, 120 

1965 . 

■  194,583 

1966 . 

196,842 

Projections:  > 

1970:  Series  A... 

208,615 

Series  D... 

204,923 

1975:  Series  A.... 

227,929 

Series  D... 

215,367 

1960:  Series  A.... 

250,489 

Series  D... 

227,665 

1985:  Series  A.... 

274,748 

Series  D... 

241,731 

Under  5 

M3 

14-19 

20-24 

25-44 

15-64 

65  and 
over 

11,734 

22,131 

13,796 

10,694 

35,862 

21,076 

6,474 

11, 372 

22,266 

13,937 

10,915 

36,309 

21,573 

11, 179 

22,263 

13,980 

11,003 

36,654 

22,031 

6,028 

10,903 

22,238 

14,015 

11,077 

36,988 

22;  473 

7,147 

10, 612 

22,129 

14,070 

11, 152 

37,319 

22,033 

7,363 

10,331 

21,964 

14,163 

11,238 

37,662 

23,435 

7,582 

10, 170 

21,730 

14,296 

11,317 

37,987 

23,947 

7,804 

10,044 

21,434 

14,442 

11,375 

38,288 

24,444 

8;  027 

10,009 

21,082 

14,558 

11,411 

38,589 

24;  917 

8,258 

10, 176 

20.668 

14.680 

11,453 

38,954 

25,387 

8,508 

10,418 

20,253 

14, 748 

11, 519 

39,354 

25,823 

8,764 

10,579 

19,936 

14,770 

11,690 

39,868 

26,249 

9,031 

10,850 

19,674 

14,682 

11,807 

40,383 

26,718 

9,288 

11,301 

10,427 

14;  534 

11,955 

40,861 

27,196 

9,584 

12,016 

19,319 

14,381 

12,064 

41,420 

27,671 

9,867 

12, 524 

10,246 

14,264 

12;  062 

42,016 

28,138 

10, 147 

12,979 

19,326 

13,942 

12,036 

42.521 

28,630 

10,494 

13,244 

19,625 

13,597 

12,004 

43,027 

29,064 

10,828 

14,406 

20,118 

13,447 

11,814 

43,657 

20,498 

11, 185 

20,990 

13, 171 

11,794 

44,288 

29,931 

11,538 

21,634 

13,006 

11,700 

44,916 

30,405 

11,921 

22,424 

12,839 

11,680 

45,673 

30^849 

17,333 

22,998 

12;  727 

11,552 

46,103 

31,362 

17, 312 

24,501 

12,807 

11,350 

46,494 

31,884 

17.638 

25, 701 

12.986 

11,062 

46,786 

32,393 

18,057 

26;  887 

13,230 

10;  832 

47,002 

32,941 

14,076 

18,566 

27,925 

13,501 

10,714 

47,105 

33,507 

14.527 

19,003 

28,029 

13,981 

10,616 

47,380 

34,058 

14,937 

10,494 

20,672 

14,795 

10,603 

47,441 

34,591 

15,387 

19,887 

30,651 

15,337 

10;  756 

47,336 

35,109 

15,805 

20^175 

31,767 

15,816 

10,969 

47,192 

35,663 

16,248 

20,364 

32,985 

16,217 

11, 116 

47.134 

36,206 

16,659 

20.657 

33,296 

17,566 

11,408 

47.061 

36.756 

17, 013 

20.746 

33.043 

18;  483 

11,889 

46,969 

37,316 

17,311 

20i760 

34,606 

19,075 

12;  620 

46,933 

37,868 

17,565 

20,691 

35,298 

10,813 

13, 152 

46,874 

38,434 

17,856 

20^434 

35,888 

2a  638 

13,667 

46,790 

39,011 

18,156 

19;  851 

36,525 

21,570 

14,047 

46,792 

39,592 

18,457 

21,317 

17,625 

37,224 

37,224 

23,136 

23,136 

}  17.261 

48,276 

41,817 

19,585 

27,210 

18,323 

37,884 

34,209 

25,132 

25,132 

1  19,299 

53,882 

43,363 

21,159 

31,040 

20,736 

45,215 

32,695 

24,621 

24,621 

1  20,997 

62,373 

43,179 

23,063 

33,288 

23,030 

53,497 

35,933 

26,804 

21,609 

}  21,068 

72,063 

42,941 

24,977 

>  The  latest  estimate  (or  total  population  tor  196S  is  194,572,000  (as  shown  in  Table  B-16) ,  but  detail  by  age 
groups  is  not  yet  available. 

>  Two  of  four  series  projected  by  the  cohort  method  and  based  on  different  assumptions  with  regard  to 
completed  fertility,  which  moves  gradually  toward  a  level  of  3,350  children  per  1,000  women  fw  Series  A 
and  2,450  children  per  1,(X)0  women  for  Series  D.  For  further  explanation  of  method  of  projection  and  for 
additional  data,  see  forthcoming  Population  Estimaiee,  Current  Population  Reports,  Series  P-tS. 

Note.— Data  for  armed  forces  overseas  included  beginning  1940  and  (or  Alaska  and  Hawaii  beginning  1950. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 
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Table  B-20. — Noninstitutional  population  and  the  labor  jorce,  1929-66 


Year  or  month 

Nonin- 
stitu* 
tlonal 
popu¬ 
lation  1 

Total 

labor 

force 

(includ- 

ing 

armed 

forces)' 

Armed 

forces' 

Civilian  labor  force 

Total 
labor 
force  as 
percent 
of  non- 
lostitu- 
tlonal 
popu¬ 
lation 

Unem¬ 
ploy¬ 
ment 
as  per¬ 
cent  of 
civilian 
labor 
force 

Total 

Employment  > 

Unem¬ 

ploy¬ 

ment' 

Total 

Agri¬ 

cul¬ 

tural 

Non- 

agri- 

cul- 

tural 

Thousands  of  persons  14  years  of  age  and  over 

Percent 

Old  definitions  * 

1929 . 

49,440 

260 

49,180 

47,630 

10,450 

37,180 

1,550 

3.2 

1930 . 

50,080 

49,820 

45,480 

10,  .340 

35,140 

4.340 

8.7 

Itt3l . 

50' 680 

260 

50,420 

42,400 

10,2% 

32;  no 

1A.9 

Ifl32 . 

5li250 

250 

5i;ooo 

38,940 

10, 170 

281770 

lai^ 

23.6 

1933 . 

51^840 

250 

51,500 

381760 

io,oeo 

28,670 

12.830 

24.9 

1934 . 

52i400 

360 

52,230 

40,890 

9ieGC 

30^990 

21.7 

1935 . 

53,140 

270 

52,870 

42,260 

la  no 

32,150 

Hljl 

20. 1 

1936 . 

53|740 

53,4% 

44; 410 

10,(X)0 

341410 

16.9 

1987 . 

541320 

320 

54,  (XX) 

46,300 

9,8% 

361480 

7.7(B 

113 

1938 . 

54i050 

340 

54i610 

441220 

9,%0 

341530 

19.0 

1939 . 

55^600 

370 

55i230 

45;  750 

9i6i0 

36il40 

17.2 

1940 . 

100,^ 

56,180 

.MO 

55,640 

47,520 

9,540 

37,980 

8,120 

56.0 

14.6 

1941 . 

101,5^ 

57,530 

1,620 

55;  910 

501360 

9,100 

41,250 

asso 

56.7 

9.9 

1942 . 

102,  eic 

60,380 

3,970 

56,4i0 

53,760 

9,250 

44,500 

2,680 

58.8 

4.7 

1943 . 

103,665 

64,560 

9,020 

55,540 

54;  470 

9,  (SO 

45,390 

62.3 

1.9 

1944 . 

104,^ 

66,040 

11,410 

54,  %0 

53,960 

8,950 

45,010 

■j^ 

63.1 

1.2 

1945 . 

105,5% 

65,300 

11,440 

53,850 

62,820 

8,580 

eSei 

1,040 

1.9 

1946 . 

106,520 

60,970 

3,450 

57,  sa) 

55,250 

8,3a) 

46,930 

2,270 

3.9 

1947 . 

107,608 

61,758 

i,sao 

60,188 

58,027 

8,266 

49,761 

2,142 

3.6 

New  definitions  > 

■■ 

1947 . 

107,6=3 

61,758 

l,6ii3 

60, 1@ 

57,812 

8,253 

49.557 

2,3a 

3.9 

1948 . 

108,132 

62,898 

1,453 

61,442 

59,117 

7,csn 

2, 32.$ 

3.8 

1949 . 

109,773 

63,721 

1,616 

62,10$ 

58,423 

8,017 

50,406 

3,m 

58.0 

5.9 

1950 . 

no,  9-^ 

64,749 

1,650 

63,000 

69,748 

7,497 

52,251 

3,351 

58.4 

5.3 

1951 . 

112,075 

65,983 

3,003 

62, 

60,784 

7,043 

53,736 

2,(S2 

58.9 

3.3 

1952 . 

113,270 

66,560 

3,m 

62,958 

61,035 

6,792 

54,243 

1,932 

58.8 

3.1 

1953 . 

115,021 

67,362 

3,5i7 

63,815 

61,945 

6,555 

55,390 

1,870 

58.5 

2.9 

1954 . 

116,219 

67,818 

3,353 

64,458 

60,890 

6,495 

54,395 

3,578 

58.4 

5.6 

1955 . 

117,^ 

68,896 

3,043 

65,848 

62,944 

6,718 

56,225 

2,004 

58.7 

4.4 

1956 . 

118,734 

70,387 

2,837 

67,^ 

64,708 

6,6r2 

58,135 

2,822 

59.3 

4.2 

1957 . 

120,445 

70,744 

2,7m 

67,946 

65,011 

6,222 

58,789 

2,936 

58.7 

4.3 

1958 . 

121,930 

71,284 

2,m 

68,647 

63,966 

5,844 

58,122 

4,681 

58.5 

6.8 

1959 . 

123,  %6 

71,946 

2,m 

69,334 

65,581 

5,836 

59,745 

3,813 

58.3 

5.5 

1960 . 

124,8^ 

72,820 

2,611 

7a  3% 

66,392 

5,606 

60,697 

3,913 

58.3 

5.6 

Inetudint  Alatka  and 

Hawaii 

1960 . 

125,36s 

73,126 

2,514 

7a6'2 

66,681 

5,723 

60,958 

3,931 

58.3 

5.6 

1961 . 

127,852 

74,175 

2;  572 

71,603 

66,796 

5,4% 

61,333 

4«  8CS1 

58.0 

6.7 

1962  > . 

130,081 

74,840 

21827 

72,013 

68,000 

5,259 

62,744 

57.5 

5.6 

1962 . 

130,081 

74,681 

2,827 

71,854 

67,846 

5,190 

62,657 

57.4 

5.6 

1963 . 

132, 121 

75,712 

2,737 

72,976 

68,809 

4,916 

63,863 

4,163 

57.3 

5.7 

1964 . 

134;  143 

76,971 

2,7% 

74,233 

70,357 

4,761 

65,596 

3,876 

57.4 

5.2 

1965 . 

136,241 

78,357 

2,m 

75,636 

72,179 

4,585 

67,594 

3,453 

57.5 

4.6 

1966 . 

138,  %5 

80,164 

3,123 

77,041 

74,065 

4,203 

69,859 

2,9/6 

57.9 

3.9 

1965:  Jan . 

135,^ 

75.699 

2,707 

72,922 

68,996 

3.7% 

65,257 

aoss 

55.9 

5.5 

Feb . 

135,4% 

76,418 

2,704 

73,714 

69,496 

3,803 

65,094 

4,218 

56.4 

5.7 

Mar . 

135.651 

76,612 

2,703 

73,903 

70,169 

3.989 

6a  180 

a  710 

56.5 

5.1 

Apr . 

135,812 

77,307 

2,(@6 

74,621 

71,070 

4,473 

66,597 

a  552 

56.9 

4.8 

Nfay . 

135,^ 

781425 

2,684 

76, 741 

72;  407 

5,123 

67,278 

a%5 

57.7 

4.4 

June . 

136,160 

80,683 

2,^ 

78,  (xa 

73,716 

6a  094 

59.3 

5.5 

July . 

136,252 

81, 150 

2,m 

78,457 

74,854 

a626 

69,228 

59.8 

4.6 

Aug . 

136,473 

8a  163 

2,693 

77,470 

74,212 

5,1% 

69,077 

58.7 

4.2 

Sept . 

136,670 

78,044 

2,723 

76,321 

72,446 

4,778 

67,668 

2,575 

57.1 

3.8 

Oct . 

136,862 

78,713 

2,760 

76,933 

73,196 

4,954 

6a  242 

2,  mi 

57.6 

3.6 

Nov . . 

137,043 

78.508 

2,795 

76,803 

72,837 

4.m 

68;  700 

2.066 

57.4 

3.9 

Dec . 

137,^ 

78,477 

2,841 

75,  %S 

72,749 

3*  &45 

69,103 

2,^ 

57,2 

3.8 

See  footnotes  at  end  of  table. 
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Table  B-20. — Noninstitutional  population  and  the  labor  force,  1929-66 — Ckintinucd 


Year  or  month 

Nonin¬ 
stitu¬ 
tional 
popu¬ 
lation  ■ 

Total 

labor 

force 

(Includ¬ 

ing 

armed 

forces)* 

Armed 

forces' 

Civilian  labor  force 

Total 
labor 
force  as 
percent 
of  non- 
Instiiu- 
tional 
popu¬ 
lation 

Unem¬ 
ploy¬ 
ment 
as  per¬ 
cent  of 
civilian 
labor 
force 

Total 

Employment  > 

Unem¬ 

ploy¬ 

ment* 

Total 

Agri¬ 

cul¬ 

tural 

Non- 

agri- 

cul- 

tural 

Thousands  of  persons  14  years  of  age  and  over 

Percent 

1966:  Jan . 

137,394 

77,409 

2,890 

74,  .MO 

71,229 

3,577 

67,652 

3,290 

56.3 

Feb . 

137,562 

77,632 

2,924 

74,708 

71,551 

3,612 

67,^ 

3,i5Sl 

56.4 

Mar . 

137,741 

78,034 

2,974 

72,  («3 

3.780 

68,244 

3,(37 

56.7 

Apr . 

137,908 

78,914 

75,906 

bxls 

4,204 

mjEm 

57.2 

May . 

138, 100 

79, 751 

3,045 

76,706 

73,764 

4,292 

69,472 

2,942 

57.7 

3.8 

June . 

138,275 

82,700 

3,099 

75,731 

5,187 

70,543 

3,870 

59.8 

4.9 

July . 

138,444 

82,771 

3, 135 

79,636 

76,411 

BfSJTi! 

3,225 

59.8 

4.0 

Aug . 

138,648 

82,468 

3,178 

76,369 

71,662 

2,921 

59.5 

3.7 

Sept . 

138,839 

80,052 

3,229 

76,823 

74,251 

4,373 

69,878 

573 

57.7 

3.3 

Oct . 

139, 041 

80.530 

3,279 

77,251 

74,730 

Kiirwi: 

2,521 

57.9 

3.3 

Nov . 

139.237 

80,968 

3,322 

77,646 

3,969 

Irilliyj! 

2,640 

58.2 

3.4 

Dec . 

139,429 

80,734 

3,390 

77,344 

74,612 

3,4o5 

71,147 

2,732 

57.9 

3.5 

SeatonaUy  adjuited 

1965'  Jan  . 

77,688 

74,881 

71,252 

4.533 

66,719 

3,629 

4.8 

Feb . 

77^770 

75;e;a 

71,326 

4,608 

66,718 

3,740 

5.0 

77,722 

75,019 

71,483 

4!  588 

66,895 

3,536 

4.7 

77,988 

75!  30-2 

71,688 

4,769 

66!  919 

3,614 

4.8 

77,990 

75!  305 

71, 816 

4!  869 

66,947 

3,490 

4.6 

78,332 

75!  652 

72,085 

4,651 

67,434 

3,567 

4.7 

July . 

78. 747 

76,054 

72,618 

4,639 

67,979 

3,436 

4.5 

7S,  465 

76. 772 

72,387 

4,572 

67, 816 

3,385 

4.5 

78!  334 

76,611 

72,297 

4,418 

67,879 

3,314 

4.4 

78,606 

75.846 

72, 661 

4. 651 

68,010 

3,286 

4.3 

7%  9'^ 

76,  111 

72,914 

4,273 

68,641 

3, 197 

4.2 

79,408 

76,567 

73,441 

4,486 

68,955 

3,126 

4.1 

1966:  Jan....- . 

79,644 

76,754 

73, 715 

4,429 

69,286 

3,039 

4.0 

Feb . 

79!  279 

76.355 

73. 621 

4, 442 

69,079 

2,834 

3.7 

79.315 

76,341 

73,435 

4,363 

69,072 

2,906 

3.8 

79|674 

76,666 

73,799 

4,482 

69, 317 

2,867 

3.7 

79, 313 

76,268 

73, 231 

4,076 

69, 155 

3,037 

4.0 

80!  185 

77.086 

73,997 

4,238 

69, 759 

3,089 

4.0 

80. 233 

77,098 

74,072 

4,144 

69,928 

3,026 

3.9 

80i549 

77!  371 

74,338 

4, 158 

70,180 

3,033 

3.9 

80, 342 

77!  113 

74, 165 

4,049 

70, 116 

2,948 

3.8 

80,414 

77. 135 

74. 163 

3,971 

70,192 

2,972 

3.9 

81!249 

77,927 

75. 076 

4. 108 

70.968 

2,851 

3.7 

Dec . 

81,579 

78,189 

75,226 

4,254 

70,972 

2,963 

3.8 

■  Data  for  1940-52  revised  to  include  about  150,000  members  of  the  armed  forces  who  were  outside  the 
United  States  in  1940  and  who  were,  therefore,  not  enumerated  in  the  1940  Census  and  were  excluded  from 
the  1940-52  estimates. 

>See  Note. 

>  Averages  adjusted  by  Council  of  Economic  Advisers  for  comparison  with  preceding  data.  See  Note. 

Note.— Civilian  lalx>r  force  data  Ijeginning  with  January  1963  are  based  on  a  357-area  sample.  For 
.lanuary  1960-December  1962  on  a  333-area  sample;  for  May  1956-December  1969  on  a  330-area  sample;  for 
January  1954-April  1956  on  a  230-area  sample;  for  1946-53  on  a  68-area  sample;  for  1940-45  on  a  smaller  sample ; 
and  for  1929-39  on  sources  other  than  direct  enumeration. 

Effective  January  1957,  persons  on  layoff  with  definite  instructions  to  return  to  work  within  30  days  of 
layoff  and  persons  waiting  to  start  new  wage  and  salary  jobs  within  the  following  30  days  are  classified 
as  unemployed.  Such  persons  had  previously  been  classified  as  employed  (with  a  job  but  not  at  work). 
The  combined  total  of  the  groups  changing  classification  has  averaged  about  200,000  to  300,000  a  month  in 
recent  years.  The  small  numlier  of  persons  in  school  during  the  survey  week  and  waiting  to  start  new 
jobs  are  classified  as  not  in  the  lalior  force  instead  of  employed,  as  formerly.  Persons  waiting  to  open  new 
businesses  or  start  new  farms  within  30  days  continue  to  be  classified  as  employed. 

Beginning  July  1955,  monthly  data  are  for  the  calendar  week  ending  nearest  the  15th  of  the  month;  previ¬ 
ously,  for  week  containing  the  8th.  Annual  data  are  averages  of  monthly  figures. 

Beginning  April  1962,  estimating  procedures  make  use  of  1960  Census  data;  for  January  1953-March  1962 
1950  Census  data  were  used,  and  1940-52, 1940  Census  data.  For  the  effects  of  this  change  on  the  historical 
comparability  of  the  data,  see  EmpUiymtrU  and  Earninyt,  May  196t,  p.  xiv. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics  (except  as  noted). 
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Table  B-21. — Civilian  employment  and  unemployment,  by  sex  and  age,  19d7-66 


[Thousands  of  persons  14  years  of  age  and  over] 


Unemployment 


■  See  Note,  Table  B-20,  for  explanation  of  differences  between  the  old  and  new  definitions. 

>  Beginning  1960,  data  for  Alaska  and  Hawaii  included. 

>  Beginning  April  1962,  not  comparable  with  preceding  data;  see  Note,  Table  B-20. 

Note.— See  Note,  Table  B-20,  for  information  on  area  sample  used  and  reporting  periods. 
Source;  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-22. — Selected  unemployment  rates,  1948-66 
(Percent) 


Year  or  month 

AU 

work¬ 

ers 

By  sex  and  age 

By  race 

By  selected  groups 

Labor 
force 
time  lost 
through 
unem¬ 
ploy¬ 
ment 
and  part- 
time 
employ¬ 
ment  * 

Both 

sexes» 

14-19 

years 

Men, 

20 

years 

and 

over 

Wom¬ 
en,  20 
years 
and 
over 

White 

Non- 

white 

Expe¬ 

rienced 

wage 

and 

salary 

workers 

Mar¬ 
ried 
men  ■ 

FuU- 
time 
work¬ 
ers  > 

Blue- 
collar 
work¬ 
ers  • 

New  definitions 

1948 . 

3.8 

8.7 

3.2 

3.6 

12 

4.2 

1949 . 

5.9 

12.2 

5.4 

5.3 

6.7 

3.4 

5.4 

8.0 

1950  . 

5.3 

11.3 

4.7 

5.1 

6.0 

4.6 

5.0 

7.2 

1961 . 

3.3 

7.7 

2.5 

4.0 

3.7 

1.5 

16 

3.9 

1962 . 

3.1 

8.0 

2.4 

3.2 

3.3 

1.4 

2.5 

3.6 

1953 . 

2.9 

7.1 

2.5 

2.9 

3.2 

1.7 

3.4 

1954 . 

5.6 

11.4 

19 

5.5 

5.0 

9.8 

6.0 

4.0 

5.2 

7.2 

1955 . 

4.4 

10.2 

3.8 

4.4 

3.9 

8.7 

4.8 

2.8 

3.8 

6.8 

1956 . 

4.2 

10.4 

3.4 

12 

3.7 

8.4 

14 

2.6 

3.7 

6.1 

5.1 

1957 . 

4.3 

10.8 

3.6 

11 

3.9 

8.0 

16 

2.8 

4.0 

6.2 

5.3 

1958 . 

6.8 

14.4 

6.2 

6.1 

6.1 

12.6 

7.2 

6.1 

7.2 

10.1 

8.1 

1959 . 

5.5 

13.2 

4.7 

6.2 

4.9 

10.7 

5.6 

16 

7.6 

6.6 

I960  > . 

5.6 

13.6 

17 

5.1 

5.0 

10.2 

5.7 

17 

7.8 

6.7 

1961 . 

6.7 

15.2 

5.7 

6.3 

6.0 

12.5 

6.8 

16 

6.7 

9.2 

8.0 

1962  • . 

5.6 

13.3 

16 

5.4 

19 

11.0 

5.5 

16 

7.4 

6.7 

1963 . 

5.7 

15.6 

15 

6.4 

5.1 

10.9 

5.5 

14 

5.5 

7.2 

‘6.4 

1964 . 

5.2 

14.7 

3.9 

6.2 

16 

9.8 

5.0 

2.8 

4.9 

6.3 

.5.8 

1965 . 

4.6 

13.6 

3.2 

15 

11 

8.3 

12 

14 

4.3 

5.3 

5.0 

1966 . 

3.9 

12.0 

2.5 

3.8 

3.4 

7.5 

3.5 

1.9 

3.5 

4.2 

4.2 

Seasonally  adjusted 

1965:  Jan . 

4.8 

15.2 

3.6 

15 

13 

9.0 

15 

17 

4.5 

5.6 

5.3 

Feb . 

5.0 

14.6 

3.5 

5.1 

16 

9.2 

16 

16 

4.6 

5.6 

5.4 

Mar . 

4.7 

111 

3.4 

16 

12 

8.6 

14 

15 

4.4 

5.3 

5.2 

Apr . 

4.8 

117 

3.4 

16 

14 

8.2 

16 

16 

4.4 

5.7 

5.3 

May . 

4.6 

110 

3.3 

14 

12 

7.8 

14 

15 

4.4 

5.4 

5.2 

June . 

4.7 

110 

3.2 

18 

13 

8.3 

15 

14 

4.5 

5.6 

5.3 

July . 

4.5 

13.4 

3.2 

14 

10 

8.9 

11 

13 

4.3 

5.5 

5.2 

Aug . 

4.5 

12.9 

3.1 

14 

11 

7.7 

12 

16 

4.2 

5.0 

5.1 

Sept . 

4.4 

13.2 

3.0 

12 

3.9 

8.1 

10 

12 

4.1 

5.1 

4.7 

Oct . 

4.3 

13.2 

2.9 

12 

3.9 

7.9 

10 

11 

3.8 

4.8 

4.6 

Nov . 

4.2 

12.3 

2.8 

13 

3.7 

8.1 

3.8 

10 

3.8 

4.6 

4.5 

Dec . 

4.1 

12.9 

2.6 

10 

3.7 

7.5 

3.7 

1.8 

3.7 

4.4 

4.4 

1966:  Jan . 

4.0 

12.0 

2.6 

3.8 

3.6 

7.0 

3.5 

1.9 

3.6 

4.2 

4.3 

Feb . 

3.7 

10.9 

2.6 

3.6 

3.3 

7.0 

3.3 

1.9 

3.3 

4.0 

4.0 

Mar . 

3.8 

11.7 

2.6 

3.6 

3.4 

7.2 

3.6 

1.9 

3.4 

4.2 

4.1 

Apr . 

3.7 

12.0 

2.4 

3.6 

3.4 

7.0 

3.4 

1.8 

3.4 

4.0 

4.1 

May . 

4.0 

13.4 

2.4 

10 

3.5 

7.6 

3.7 

1.8 

3.7 

4.2 

4.4 

June . 

4.0 

12.3 

2.6 

3.9 

3.5 

7.9 

3.7 

1.9 

3.8 

4.4 

4.8 

July . 

3.9 

12.2 

2.6 

3.7 

3.4 

7.9 

3.6 

10 

3.7 

4.6 

4.6 

Aug . 

3.9 

11.6 

2.5 

3.9 

3.4 

8.2 

17 

10 

3.5 

4.5 

4.3 

Sept . 

3.8 

12.2 

2.4 

3.8 

3.3 

7.8 

16 

1.9 

3.4 

4.1 

4.2 

Oct . 

3.9 

11.9 

2.4 

10 

3.4 

7.6 

16 

1.9 

3.4 

4.1 

4.1 

Nov . 

3.7 

11.0 

2.4 

3.5 

3.2 

7.4 

14 

1.7 

3.4 

4.3 

3.9 

Dec . 

3.8 

11.4 

2.4 

3.8 

3.3 

7.6 

15 

1.7 

3.4 

4.2 

4.0 

■  Married  men  living  with  their  wives.  Data  for  1949  and  19S1-S4  are  for  April;  1950,  for  March. 
Data  prior  to  1955  have  not  been  adjusted  to  reflect  the  change  in  the  definition  of  employment  and  unem¬ 
ployment  adopted  In  January  1957.  See  Note,  Table  B-20. 

>  Data  for  1M9-61  are  for  May. 

*  Includes  craftsmen,  operatives,  and  nonfarm  laborers.  Data  for  1948-57  are  based  on  months,  January, 
April,  July,  and  October. 

‘  Beglni^g  in  1963,  this  series  not  strictiy  comparable  with  preceding  data.  Under  the  current  con¬ 
cept,  the  percent  of  tabor  force  time  tost  assumes  that  unemptoyed  persons  looking  for  full-time  work  tost 
37.5  hours,  unemployed  persons  looking  for  part-time  work  lost  the  average  hours  worked  by  voluntary 
part-time  employees,  and  those  on  part-time  for  economic  reasons  lost  difference  between  37.5  hours  and 
actual  number  of  hours  worked. 

*  Beginning  1960,  data  for  Alaska  and  Hawaii  included. 

*  Not  comparable  with  preceding  data.  See  Note,  Table  B-20. 

Source;  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-23. — Unemployment  by  duration,  19d7-€6 


Year  or  month 


New  definitions 

1*47 . 

1048 . 

1949 . 


19fi0. 

1961. 

1962. 

1963. 

1964. 


1966. 

1966. 

1967. 

1968. 

1969. 


1960  >. 

1961.. 
1962  >. 

1963.. 

1964.. 

1966.. 

1966.. 


1966;  Jan.. 
Feb. 
Mar. 
Apr. 
May. 
Jane. 

July. 

Aug. 

Sept. 

Oct.. 

Nov. 

Dec.. 

1966:  Jan.. 
Fob. 
Mar. 
Apr. 
May. 
June. 

July. 

Aug. 

S«)pt. 

Oct.. 

Nov., 

Dec.. 


Total  un¬ 
employ¬ 
ment 

Duration  of  unemployment 

4  weeks 
anJ  under 

6-14 

weeks 

15-26 

weeks 

Over 

26  weeks 

Thousands  of  persons  14  years  of  age  and  over 

2,366 

1,266 

704 

234 

164 

2,326 

1,349 

669 

193 

116 

3,682 

1,804 

1,196 

427 

256 

3,361 

1,616 

1,066 

426 

367 

2,099 

1,223 

674 

166 

137 

1,932 

1,183 

617 

148 

84 

1,870 

1, 178 

482 

132 

79 

3,678 

1,661 

1,116 

495 

317 

2,904 

1,387 

816 

367 

336 

2,822 

1,486 

806 

301 

232 

2,936 

1,486 

890 

321 

239 

4,681 

1,833 

1,397 

786 

667 

3,813 

1,668 

1,113 

469 

671 

3,931 

1,798 

1, 176 

602 

454 

4,806 

1,897 

1,376 

728 

804 

4,007 

1,764 

1, 134 

634 

685 

4,166 

1,847 

1,231 

635 

653 

3,876 

1,787 

1,116 

491 

482 

3,466 

1,718 

983 

404 

361 

2,976 

1,636 

804 

295 

241 

Seatonatty  adjiuted 

3,629 

1,696 

1,044 

421 

403 

3,740 

1,776 

1,030 

479 

408 

3,636 

1,741 

1,003 

439 

361 

3,614 

1,818 

1,029 

443 

370 

3,490 

1,829 

1,046 

377 

338 

3,667 

1,788 

1,016 

419 

360 

3,436 

1, 791 

980 

365 

330 

3,386 

1,722 

980 

397 

320 

3,314 

1,703 

868 

384 

344 

3,286 

1,662 

992 

360 

347 

3,197 

1,618 

903 

334 

310 

3,126 

1,632 

869 

355 

305 

3,039 

1,648 

738 

364 

307 

2,834 

1,614 

721 

316 

264 

1,643 

787 

319 

269 

2,867 

1,625 

670 

343 

260 

3,037 

1,789 

856 

261 

275 

3,069 

1,816 

815 

251 

225 

3,026 

1,710 

912 

220 

215 

3,033 

1,666 

927 

249 

202 

2,948 

1,626 

807 

298 

201 

2,972 

1,644 

898 

292 

228 

21861 

1,615 

803 

286 

197 

2,963 

J.626 

766 

273 

1-  228 

■  Beginning  January  1960,  data  for  Alaska  and  Ilawaii  included. 

>  Beginning  April  1962,  not  comparable  with  preceding  data;  see  Note,  Table  B-20. 

Note.— See  Note,  Table  B-20,  for  information  on  area  sample  used  and  reporting  periods. 


Source;  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-24. — Unemployment  insurance  programs,  selected  data,  1940-66 


Cov¬ 
ered 
em¬ 
ploy¬ 
ment  ■ 

Insured 
unem¬ 
ploy¬ 
ment 
(weekly 
aver¬ 
age)  •  » 

Thousands 

24,291 

1, 331 

28, 136 

842 

30,819 

661 

32,419 

149 

31,714 

111 

30,067 

720 

31,856 

2,804 

33,876 

1,805 

34,646 

1,468 

33,096 

2,479 

34,306 

1,605 

36;  334 

1.000 

37,006 

1,069 

36,072 

1.065 

36,622 

2,048 

40,018 

1,395 

42,751 

1,318 

43,436 

1,567 

44,411 

3,260 

45,728 

2,099 

46,334 

2,067 

46,266 

2,994 

47,776 

1,946 

48, 434 

'1,973 

49,637 

1,763 

61,580 

1,450 

53,700 

1,123 

49,321 

2,135 

49,319 

2,066 

49,838 

1,863 

60,640 

1,622 

61, 186 

1,316 

521087 

1, 182 

62,280 

1,262 

52,611 

1,235 

62;  713 

1,080 

62;  716 

1,030 

62;  819 

1,133 

63,431 

1,396 

<•61,935 

1,739 

»62;i27 

1,679 

'62;  894 

1,381 

»83,797 

1, 112 

>64,320 

916 

•65,543 

842 

960 

802 

799 

956 

1,312 

State  programs 


unem-  Initial  u?*' 

A 


Total 
(mil- 
Hons  of 


Unad-  dol^sl 

luS^  ^  (dol- 

jusioa  m 


>  Includes  persons  under  the  State,  UCFE  (Federal  employee,  effective  January  1955),  and  RRB  (Rail¬ 
road  Retirement  Board)  programs.  Beginning  October  1958,  also  includes  the  UCX  program  (unemploy¬ 
ment  compensation  for  ex-servicemen). 

*  Includes  State,  UCFE,  RR,  UCX,  UCV  (unemployment  compensation  for  veterans,  October  1952- 
January  19M),  and  SRA  (Servicemen’s  Readjustment  Act,  September  1944-September  1951)  pronams. 
Also  includes  Federal  and  State  programs  for  temporary  extension  of  benefits  from  June  1958  through  June 
1962,  expiration  date  of  program. 

*  C)overed  workers  who  have  completed  at  least  1  week  of  unemployment. 

*  Includes  benefits  paid  under  extended  duration  provisions  of  State  laws,  beginning  June  1958.  Annual 
data  are  net  amounts  and  monthly  data  are  gross  amounts. 

'  Individuals  receiving  final  payments  in  benefit  year. 

'  For  total  unemployment  only. 

'  Programs  include  Puerto  Rican  sugarcane  workers  for  initial  claims  and  insured  unemployment  be¬ 
ginning  July  1^. 

'  Preliminary;  June  1966  is  latest  month  for  which  data  are  available  for  all  programs  combined. 
Workers  covert  by  State  programs  account  for  about  87  percent  of  the  total. 


Note.— Data  for  Alaska  and  Hawaii  Included  for  all  periods  and  for  Puerto  Rico  beginning  January  1961. 
Source;  Department  of  Labor,  Bureau  of  Employment  Security. 
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Table  B-25. — Number  of  wage  and  salary  ivorkers  in  nonagrieulturtd  establishments y  1929-fifi^ 
[Thousands  of  employees] 


Table  B-25. — Number  of  wage  and  salary  workers  in  nonagricultural  establishments, 
1929-66  * — Oontinued 


[Thousands  of  employees] 


Total 

Manufacturing 

Con¬ 

tract 

con¬ 

struc¬ 

tion 

Trans¬ 

ports- 

Whole¬ 

sale 

and 

retail 

trade 

Fi- 

Serv¬ 

ice 

and 

mis- 

cel- 

lane- 

ous 

Government 

Year  or 
month 

wage 

and 

salary 

work¬ 

ers 

Total 

Dura¬ 

ble 

goods 

Non¬ 

dura¬ 

ble 

goods 

Min¬ 

ing 

tlon 

and 

pub- 

Uc 

utiU- 

tles 

insur¬ 

ance, 

and 

real 

estate 

Fed¬ 

eral 

State 

and 

local 

Seasonally  adjusted 

IHIIHI 

57,336 

IfPi 

9,692 

7,393 

630 

2,865 

3,916 

11,952 

2,924 

8,534 

2,342 

HHlfe^nUU 

57,676 

17,  111 

wXSh 

631 

3,054 

3,924 

■P^fTiT 

2,933 

8;  569 

2;  340 

EES 

17,159 

9,752 

632 

3,056 

3,920 

IviiiV' 

2,943 

8,591 

2;  339 

57,942 

17,183 

9,764 

7,419 

633 

3,941 

Iviii.  Iri 

2,947 

8,631 

2,341 

7,189 

58,061 

17,197 

9,758 

7,439 

630 

3,029 

3,942 

2,952 

8,675 

June.... 

58,211 

17,231 

9,776 

7,455 

638 

3,049 

3,936 

12,136 

2,957 

July.... 

58,369 

17,268 

9,816 

7,452 

638 

3,057 

3,952 

12,192 

2,964 

8,742 

2,322 

7,234 

Aug . 

58,521 

17,325 

9,857 

7,468 

633 

3,055 

nirri 

2;  963 

8,765 

2;  328 

7,263 

Sept. ... 

58,747 

17,456 

9,971 

7,485 

633 

3,047 

2;  971 

8,795 

E’fw- 

Oct . 

58,649 

17,196 

9,704 

636 

3,073 

12,286 

2,974 

8,818 

Nov.... 

59,118 

17,513 

9,978 

7,535 

638 

Bun 

»»'A' 

2,980 

8;  832 

2,352 

Dec . 

59,387 

7,548 

638 

3,147 

12,364 

2,980 

8;  862 

2,351 

7,437 

1965:  Jan . 

59,489 

17,667 

7,568 

636 

3,141 

3,942 

IeIS 

2,985 

8,889 

2,342 

7,467 

Feb . 

17,721 

10,142 

7,579 

636 

3;  177 

3,984 

12,485 

2;  993 

8;  929 

2,338 

7,514 

Mar . 

EBEh 

■rJVi'iI! 

635 

4,015 

2,999 

8,976 

2,342 

7,563 

Apr . 

17,850 

10,250 

633 

3,118 

4,013 

mxzi 

May.... 

17,885 

10^277 

630 

3,157 

4,025 

12,623 

3,011 

9,042 

2,347 

Juiie.... 

60,623 

17,990 

10,348 

7,642 

630 

3,169 

4,033 

3,016 

July.... 

60.841 

10,418 

7,651 

635 

3,132 

4,036 

12,714 

3.021 

9,123 

2,374 

Aug . 

lilUlMl 

18,129 

10,483 

7,646 

631 

3,162 

4,050 

12,717 

EX^ 

2,379 

7,771 

Sept.... 

61, 180 

18, 157 

IEE2 

7,649 

622 

3,168 

4,064 

12,765 

3,036 

9,180 

Oct . 

61,437 

18,242 

10,550 

7,662 

627 

3,186 

4,071 

3,041 

Nov.... 

61,864 

18,392 

10,641 

7,751 

631 

3,234 

4,080 

3,045 

Dec . 

62,241 

18,492 

10,725 

7,767 

633 

3,334 

4,083 

12,941 

3,049 

2,397 

7,983 

1966:  Jan . 

62,469 

7,761 

635 

3,318 

2,423 

Feb . 

62;  811 

■  : 

10,911 

7,811 

634 

3,323 

2,451 

Mar . 

63,247 

7,833 

637 

3,419 

9,463 

2;  477 

8,153 

Nuly.... 

63.350 

■ 

mstm 

7,858 

595 

3,333 

4,114 

13,128 

mxm 

KAIOJ 

■  * 

11, 122 

7,880 

628 

3,238 

4,132 

13,164 

9,515 

2,523 

8,239 

June.... 

11,220 

7,947 

632 

■jSXji 

4,143 

13,217 

9,549 

2;  571 

8,314 

July.... 

64,072 

19,128 

11,210 

7,918 

636 

3,297 

4, 122 

13,256 

3,095 

2,601 

8,328 

Aug . 

64, 199 

19,262 

11,324 

7,938 

636 

3,251 

EX  LI 

2,610 

8,324 

Sept.... 

64,168 

7,882 

628 

3,228 

4, 168 

13,268 

9,649 

2,594 

8,329 

Oct . 

64,466 

19,312 

11,387 

7,925 

625 

4;  165 

13,340 

9,712 

2;  615 

8,393 

Nov  «... 

64;  818 

19,422 

11,434 

7,988 

623 

3,212 

4;  193 

KV  1 ! 

9,780 

2,621 

8,478 

Dec  »... 

65,066 

19,465 

11,471 

7,994 

627 

3,282 

4,194 

HH 

3,119 

9,814 

2;  638 

8,537 

>  Includes  all  full-  and  part-time  wage  and  salary  workers  In  nonagricultural  establishments  who  worked 
during,  or  received  pay  for,  any  part  of  the  pay  period  which  includes  the  12th  of  the  month.  Excludes 
proprietcrs,  self-employed  persons,  domestic  servants,  and  unpaid  family  workers.  Not  comparable  with 
eetimates  of  nona^cultural  employment  of  the  civilian  labor  force  (Table  B-20)  which  include  proprietors, 
self-employed  persons,  domestic  servants,  and  unpaid  family  workers;  which  count  persons  as  employed 
when  they  are  not  at  work  because  of  industrial  disputes,  bad  weather,  etc.;  and  which  are  based  on  a 
sample  survey  of  households,  whereas  the  estimates  In  this  table  are  based  on  reports  from  employing 
establisbments. 

Note.— Data  are  based  on  the'1967  Standard  Industrial  Classification  and  March  1965  benchmark  data. 

Data  for  Alaska  and  Hawaii  Included  beginning  1959. 

Source;  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-26. — Average  weekly  hours  of  work  in  selected  industries,  1929-66 


Year  or  month 

Manufacturing 

Con¬ 

tract 

con¬ 

struc¬ 

tion 

Retail 

trade 

Whole¬ 

sale 

trade 

Bitumi¬ 

nous 

coal 

mining 

Class  I 
rail¬ 
roads  > 

Tele¬ 
phone 
com¬ 
muni¬ 
cation  > 

Durable 

goods 

Non¬ 

durable 

goods 

1929 . 

38.1 

1930 . 

mHi 

33.3 

1931 . 

40.5 

BBBB 

BBBB 

28.1 

1932 . 

38.3 

32.6 

41.9 

27.0 

1933 . 

38.1 

34.7 

40.0 

29.3 

1934 . 

34.6 

33.8 

35.1 

26.8 

1935 . 

36.6 

37.2 

36.1 

41.6 

26.2 

1936 . 

39.2 

40.9 

37.7 

42.9 

28.5 

1937 . 

38.6 

39.9 

37.4 

43. 1 

27,7 

.88.8 

1938 . 

35.6 

34.9 

36.1 

42.3 

23.3 

38.9 

1939 . 

37.7 

37.9 

37.4 

4.^  4 

4LS 

26.8 

48  7 

89  1 

1940 . 

38.1 

39.2 

37.0 

43  2 

41.3 

27.8 

44.3 

.89  5 

1941 . 

40.6 

42.0 

38.9 

42.8 

41. 1 

30.7 

45.8 

40  1 

1942 . 

43.1 

45.0 

40  3 

41  8 

41  4 

32  4 

47.0 

40  5 

1943 . 

45.0 

46.5 

42.5 

40  9 

42,3 

36  3 

48.7 

41.9 

1944 . 

45.2 

4A  a 

43  1 

41  0 

43  0 

43  0 

48.9 

42  8 

1945 . 

43.5 

42  3 

40  9 

42  8 

42  n 

48  5 

1  41  7 

IMA  .. 

40.3 

40  5 

41  .3 

41  6 

41  3 

46  n 

89  4 

1947 . 

40.4 

40.2 

38.2 

41.0 

41.1 

40.3 

mm 

37.4 

1948 . 

40.0 

39.6 

38.1 

40.9 

41.0 

37.7 

46.2 

39.2 

1949 . 

39.1 

39.4 

38.9 

37.7 

41.0 

40.8 

32.3 

43.7 

38.5 

1950 . 

40.6 

41.1 

39.7 

37.4 

41.1 

40.7 

34.7 

40.8 

38.9 

1951 . 

40.6 

41.5 

39.6 

38.1 

40.9 

40.8 

34.9 

41.0 

39.1 

1952 . 

40.7 

41.5 

39.7 

38.9 

40.5 

33.8 

40.6 

38.5 

1953 . 

40.6 

41.2 

39.6 

37.9 

39.8 

34.1 

40.6 

38.7 

1954 . 

39.6 

40.1 

39.0 

37.2 

39.7 

32.3 

40.8 

38.9 

1955 . 

40.7 

41.3 

39.9 

37.1 

39.6 

37.3 

41.9 

39.6 

1956 . 

40.4 

41.0 

39.6 

37.5 

39.1 

37.6 

41.7 

39.6 

1957..  j . 

39.8 

40.3 

39.2 

37.0 

38.7 

36.3 

41.7 

39.0 

1958 . 

39.2 

39.6 

38.8 

36.8 

38.7 

33.3 

41.6 

38.4 

1959 . 

40.3 

40.7 

39.7 

37.0 

38.7 

35.8 

41.9 

39.2 

1960 . 

39.7 

40.1 

39.2 

36.7 

38.5 

40.6 

35.8 

41.7 

39.6 

1961 . 

39.8 

40.3 

39.3 

36.9 

38.1 

KHO 

35.9 

42.3 

39.4 

1962 . 

40.4 

40.9 

39.6 

37.0 

37.9 

40.6 

*37.0 

42.6 

39.9 

1963 . 

40.5 

41.1 

39.6 

37.3 

37.8 

40.6 

*38.9 

42.9 

40.0 

1964 . 

40.7 

41.4 

39.7 

37.2 

*37.0 

40.6 

*39.2 

43.6 

40.2 

1966 . 

41.2 

42.0 

4a  1 

37.4 

36.6 

40.8 

*40.2 

43.6 

40.4 

1966» 

41.4 

42.1 

40.2 

37.6 

35.9 

40.7 

40.4 

40.6 

1  Unadjusted 

1965:  Jan . 

41.1 

■n  1 

4a  1 

37.6 

36.8 

4a  8 

4a  0 

4Z4 

39.9 

Feb . 

41.2 

KQ  1 

40.1 

37.4 

36.8 

4a8 

39.8 

44.1 

4a  1 

Mar . 

41.3 

4a  2 

37.6 

36.8 

40.8 

39.7 

43.8 

39.8 

Apr . . . 

41.0 

K  i 

39.8 

37.0 

36.9 

40.7 

39.6 

43.6 

39.8 

May . 

41.2 

42.0 

40.0 

37.4 

36.8 

40.9 

4a  4 

43.0 

40.1 

June . 

41.0 

41.9 

40.0 

37.1 

36.6 

4a  8 

41.5 

44.2 

39.9 

41.0 

41.9 

40.0 

37.4 

36.7 

4a  8 

43.7 

4a  6 

4ug . 

41.1 

41.8 

40.0 

37.3 

36.6 

4a  9 

41.1 

43.4 

Sept . 

41.0 

41.7 

4a  1 

36.4 

36.6 

4a  8 

39.4 

43.7 

Oct . 

41.2 

42.1 

4ai 

37.1 

36.4 

4ao 

41.8 

4Z6 

4a  9 

Nov . 

41.4 

42.2 

40.3 

37.2 

36.3 

4a  8 

37.6 

44.2 

4Z0 

Dec . 

41.3 

42.2 

40.2 

38.6 

36.3 

4a  9 

41.7 

44.4 

40.6 

1966:  Jan . 

41.4 

42.4 

4a  2 

37.8 

36.2 

41.0 

41.0 

4Z7 

39.9 

Feb . 

41.5 

4Z4 

4a  6 

38.1 

36.1 

40.0 

4a  9 

44.7 

4a  6 

Mar _ 

41.5 

42.3 

40.4 

38.6 

36.0 

4a  8 

41.6 

44.3 

4a3 

Apr _ 

41.6 

4Z3 

4a  3 

37.2 

36.0 

4a7 

3Z9 

43.1 

4ai 

May . 

41.6 

4Z2 

40.3 

36.1 

36.9 

4a7 

41.7 

44.1 

4a  3 

June . 

41.3 

4Z0 

40.3 

37.4 

36.0 

40.6 

4Z2 

44.8 

4a  7 

41.0 

41.8 

40.1 

37.8 

36.1 

40.9 

43.4 

41.2 

41.4 

4Z1 

40.2 

36.9 

36.1 

4a8 

41.2 

40.7 

41.5 

4Z3 

4a  2 

37.7 

36.8 

4a7 

41.2 

4ao 

41.3 

42.2 

4a  2 

37.3 

35.7 

4a  7 

4Z6 

40.8 

41.3 

4Z  0 

40.2 

37.1 

36.7 

4a  6 

39.1 

41.4 

Dec  » . 

41.0 

41.9 

40.0 

38.8 

35.6 

40.5 

■  Data  relate  to  all  employees  who  received  pay  during  the  month,  except  executives,  officials,  and  staff 

>  Prior  to  April  1945,  data  relate  to  all  employees  except  executives.  See  footnote  2,  Table  B-28. 

•  Nine-month  average,  April  through  December,  because  of  new  series  started  in  April  1945. 

*  Eleven-month  average;  excludes  data  for  July. 

I  Beginning  1964,  data  include  eating  and  drinking  places.  Comparable  figure  excluding  eating  and 
drinking  places  is  37.4  hours  for  1964. 

Note.— See  Note,  Table  B-25. 

Data  are  for  production  workers  in  manufacturing  and  mining,  for  construction  workers  in  contract 
construction,  and  for  nonsupervlsory  employees  in  other  industries  (except  as  noted).  Data  are  for  pay 
period  which  includes  the  12th  of  the  month. 

See  Table  B-29  for  unadjusted  averam  weekly  hours  in  manufacturing. 

Data  for  Alaska  and  Hawaii  included  beginning  1959. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  ^21. — Average  gross  hourly  earnings  in  selected  industries,  1929-66 


Year  or  month 

Manufacturing 

Con¬ 

tract 

con¬ 

struc¬ 

tion 

Retail 

trade 

Whole¬ 

sale 

trade 

Bitu¬ 

minous 

coal 

mining 

Class  I 
rail¬ 
roads  > 

Tele¬ 
phone 
com¬ 
munica¬ 
tion  * 

Agri¬ 

cul¬ 

ture* 

Total 

Dura¬ 

ble 

goods 

Non¬ 

durable 

goods 

$0,560 

$0,669 

$0,241 

.546 

.662 

.226 

.509 

.626 

.172 

.441 

$0,492 

$0. 412 

.503 

.129 

.4^7 

.467 

.419 

.485 

115 

.526 

.660 

.606 

.661 

.544 

.571 

.520 

$0. 610 

.720 

Till 

.550 

.580 

.519 

.628 

.768 

Tsl 

.617 

.667 

.566 

.658 

.828 

$0,774 

.620 

.679 

.572 

.674 

.849 

.816 

.627 

.691 

.571 

$.484 

.688 

.858 

$0,730 

.822 

1040 

.655 

.716 

.590 

.4M 

.711 

.854 

.733 

.827 

.169 

.726 

.799 

.627 

.618 

.763 

.960 

.743 

.820 

.206 

1942 . 

.851 

.937 

.709 

.659 

.828 

1.030 

.837 

.843 

.268 

1943  . 

.957 

1.048 

.787 

.606 

.898 

1. 101 

.852 

.870 

.363 

1944  . 

1.011 

1. 105 

.844 

.653 

.M8 

1. 147 

.M8 

.911 

.423 

1945  . 

1.016 

1.099 

.886 

.609 

.990 

1. 199 

.955 

<  .962 

.472 

1946-  . 

1.075 

1. 144 

.995 

.797 

1. 107 

1.357 

1.087 

1.124 

.515 

1M7 . 

1.217 

1.278 

1. 145 

$1,541 

.901 

1.220 

1.682 

1. 186 

1.197 

.547 

1948 . 

1.328 

1.396 

1.250 

1.713 

.972 

1.308 

1.835 

1.301 

1.248 

.580 

:M9 . 

1.378 

1.463 

1.295 

1.792 

1.015 

1.360 

1.877 

1.427 

1.345 

.559 

19S0 . 

1.440 

1.619 

1.347 

1.863 

1.050 

1.427 

1.944 

1.672 

1.398 

.561 

19S1 . 

1.66 

1.66 

1.44 

2.02 

1. 13 

1.52 

2. 14 

1.49 

.625 

1962... . 

1.66 

1.76 

1.61 

2. 13 

1. 18 

1.61 

2.22 

1.59 

.661 

1963 . 

1.74 

1.86 

1.58 

2.28 

1.26 

1.70 

2.40 

1.68 

.672 

1964 . 

1.78 

1.90 

1.62 

2.39 

1.29 

1.76 

2.40 

1.76 

.661 

1966 . 

1.86 

1.99 

1.67 

2.45 

1.34 

1.83 

2.47 

1.82 

.675 

1966 . 

1.96 

2.08 

1.77 

2.67 

1.40 

l.M 

2.72 

2. 12 

1.86 

.705 

1967 . 

2.06 

2. 19 

1.85 

2.71 

1.47 

2.02 

2.92 

2.26 

1.95 

.728 

1968 . 

2.11 

2.26 

1.91 

2.82 

1.62 

2.00 

2.93 

2.44 

2.06 

.757 

1969 . 

2. 19 

2.36 

1.98 

2.93 

1.67 

2. 18 

3.11 

2.54 

2. 18 

.798 

1980 . 

2.26 

2.43 

2.06 

3.08 

1.62 

2.24 

3.14 

2.61 

2.26 

.818 

1961 . 

2.32 

2.49 

2.11 

3.20 

1.68 

2.31 

3.12 

2.67 

2.37 

.834 

1962 . 

2.39 

2.66 

2.17 

3.31 

1.74 

2.37 

‘3.12 

2.72 

2.48 

.856 

1963 . 

2.46 

2.63 

2.22 

3.41 

1.80 

2.45 

‘3.15 

2.76 

2.66 

.880 

1964 . 

2.63 

2.71 

2.29 

3.55 

•  1.75 

2.62 

‘3.30 

2.80 

2.62 

.904 

1966 . 

2. 61 

2.79 

2.36 

3.69 

1.82 

2.61 

‘3.49 

3.00 

2  70 

.951 

1966  9 . 

2. 71 

2.89 

2. 45 

3.87 

1.91 

2.73 

3.64 

2,78 

1.030 

1966:  Jah . 

2.68 

2.76 

Z33 

3.63 

1.79 

2.56 

3.46 

2.99 

267 

1.010 

Fefc  . 

2.59 

2.77 

2.33 

3.69 

1.79 

2.58 

3.48 

3.08 

267 

2.69 

2.78 

2.34 

3.66 

1.79 

Z58 

3.46 

2.97 

2  67 

Apr . 

2.60 

2.78 

2.34 

3.62 

1.80 

2.69 

3.47 

2.98 

268 

.860 

2.61 

2.79 

2.36 

3.66 

1.82 

2.61 

3.50 

3.01 

2.69 

2.61 

2.79 

2.35 

3.67 

1.82 

2.59 

3.61 

299 

269 

July . 

2.61 

2.79 

2.36 

3.65 

1.82 

2.60 

3.00 

267 

.929 

2.59 

2.77 

2.36 

3.69 

1.82 

2.60 

3.52 

299 

2.68 

2.63 

2.81 

2.38 

3.75 

1.84 

2.62 

3.50 

3.01 

2  73 

Oct . 

2.64 

2.82 

2.38 

3.77 

1.86 

2.63 

3.60 

3.01 

2.73 

.984 

2.65 

2.83 

2.39 

3.75 

1.86 

2.66 

3.51 

3.01 

2.75 

2.66 

2.84 

2.40 

3.77 

1.85 

2.66 

3.51 

299 

278 

1966:  Jan . 

2.67 

2.86 

2.40 

3.79 

1.88 

2.66 

3.63 

3.09 

2.78 

1.060 

Feb . 

2.67 

2.86 

2.41 

3.82 

1.88 

2.68 

3.64 

3.13 

278 

2.68 

2.86 

2.41 

!1.80 

1.88 

2.69 

3.62 

3.05 

277 

2.70 

2.88 

2.43 

3.81 

1.89 

2.72 

3.43 

3.08 

2.77 

.M5 

2.70 

2.88 

2.44 

3.83 

1.90 

2.73 

3.72 

3.08 

277 

2.71 

2.88 

2.45 

3.83 

1.91 

Z72 

3.72 

3.07 

278 

July . 

2.71 

2.88 

2.46 

3.85 

1.91 

2.73 

3.09 

277 

1.010 

2.70 

2.87 

2.45 

3.89 

1.00 

2.73 

3.70 

2  76 

2.74 

2.93 

2. 47 

3.96 

1.03 

2.75 

3.74 

mmm 

279 

2.75 

2.M 

2.48 

3.96 

l.M 

2.77 

3.76 

280 

1. 070 

2.76 

Z94 

2. 49 

3.96 

1.95 

2.78 

3.76 

nnmiii 

2.81 

2.77 

2.96 

2.50 

3.97 

1.03 

2.78 

■BB 

*  For  coverage  of  series,  see  footnote  1,  Table  B-26. 

>  Prior  to  April  IMS,  data  relate  to  ail  employees  except  executives;  for  April  IMS-May  IMO,  mainly  to  em¬ 
ployees  subject  to  the  Fair  Labor  Standards  Act;  and  banning  June  1M9,  to  nonsupervisory  employees  only. 

>  Weighted  average  of  all  farm  wage  rates  on  a  per  hour  basis.  ' , 

*  Nine-month  average,  April  through  December,  because  of  new  series  started  in  April  IMS. 

*  Eleven-month  avera^;  excludes  data  for  July. 

'  Beginning  1964,  data  include  eating  and  drinking  places.  Comparable  figure  excluding  eating  and 
drinking  places  is  $1.87  for  1964;  $1.96  for  196S;  and  t2.IM  for  1966. 

Note. — See  Note,  Table  B-26. 

Data  are  for  production  workers  in  manufacturing  and  mining,  for  construction  workers  in  contract  con¬ 
struction,  and  for  all  nonsupervisory  employees  in  other  industries  (except  as  noted).  Data  are  for  pay 
period  which  includes  the  12th  of  the  month. 

Data  for  Alaska  and  Hawaii  included  beginning  1969. 

Sources:  Department  of  Labor,  Bureau  of  Labor  Statistics,  and  Department  of  Agriculture. 
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Table  B-28. — Average  gross  weekly  earnings  in  selected  industries,  1929-66 


Year  or  month 

Manufacturing 

Con¬ 

tract 

con¬ 

struc¬ 

tion 

Retail 

trade 

Whole¬ 

sale 

trade 

Bitsimi- 

nous 

coal 

mining 

Class  I 
rail¬ 
roads  > 

Tele¬ 
phone 
com- 
mu- 
nica- 
tion  • 

Total 

Dura¬ 

ble 

goods 

Non¬ 

durable 

goods 

1090 

$24. 76 

$26.84 

$22.47 

$25.11 

1930  . 

23.00 

24.42 

21.40 

22.04 

1931  _ 

20.64 

20.98 

20.09 

17.69 

16.39 

15.99 

17.26 

$26.76 

13.68 

1033 

16.65 

16.20 

16.76 

25. 10 

14.21 

1934  _ 

18.20 

18.59 

17.73 

26.44 

17.45 

193ft  _ _ 

19. 91 

21.24 

18.77 

25.38 

18.86 

193ft  -  - 

21.66 

23.72 

19. 57 

26.96 

21.89 

1037 

23.82 

26.61 

21. 17 

28.36 

22.94 

$30.03 

1938  . 

22.07 

23.70 

20.65 

28.61 

19.78 

31.74 

1939 . 

23.64 

26.19 

21.36 

$21.01 

28.76 

22.99 

$31.90 

32.14 

1040 

24.96 

28.07 

21.83 

21.34 

29.36 

23.74 

32.47 

32.67 

1941 . 

29.48 

33.56 

24.39 

22.17 

31.36 

29.47 

34.03 

32.88 

1942  . 

36.68 

42.17 

28.67 

23.37 

34.28 

33.37 

39.34 

34. 14 

1943  . 

43.07 

48.73 

33.45 

24.79 

37.09 

39.97 

41.49 

36.45 

1944  . 

45.70 

51.38 

36.38 

26.77 

40.76 

49.32 

46.36 

38.54 

194ft . 

44.20 

48.36 

37.48 

28.69 

42.37 

60.36 

1I6.32 

>40.12 

1946  . 

43.32 

46.22 

40.30 

32.92 

46.05 

66.04 

50.00 

44.29 

1947 . 

49.17 

61.76 

46.03 

$58.87 

36.94 

50.14 

63.75 

55.03 

44.77 

1948 . 

53.12 

66.36 

49.50 

65.27 

39.76 

53.63 

69.18 

60.11 

48.92 

1949 . 

53.88 

67.25 

50.38 

67.66 

41.62 

65.49 

60.63 

62.36 

61.78 

1960 . 

58.32 

62.43 

53.48 

69.68 

43.16 

58.08 

67.46 

64. 14 

54.38 

1961 . 

63.34 

68.48 

56.88 

76.96 

46.22 

62.02 

74.69 

70.93 

68.26 

1952 . 

67.16 

72.63 

59.95 

82.86 

47.79 

65.53 

75.04 

74.30 

61.22 

1953 . 

70.47 

76.63 

62.67 

86.41 

49.76 

69.02 

81.84 

76.33 

65.02 

1954 . 

70.49 

76.19 

63. 18 

88.91 

51.21 

71.28 

77.52 

78.74 

68.46 

1956 . 

75.70 

82. 19 

66.63 

90.90 

53.06 

74.48 

92.13 

82.12 

72.07 

1956 . 

78.78 

85.28 

70.09 

96.38 

54.74 

78.57 

102.00 

88.40 

73.47 

1957 . 

81.59 

88.26 

72.52 

100.27 

56.89 

81.41 

106.00 

94.24 

76.05 

1958 . 

82.71 

89.27 

74.11 

103.78 

58.82 

84.02 

97.67 

101.60 

78.72 

1959 . 

88.26 

96.05 

78.61 

108.41 

60.76 

88.51 

111.34 

106.43 

85.46 

1960 . 

89.72 

97.44 

80.36 

113.04 

62.37 

30.72 

112.41 

108.84 

89.60 

1961 . 

92.34 

100.35 

82.92 

118.08 

64.01 

93.56 

112. 01 

112.94 

93.38 

1962 . 

96.56 

104.70 

85.93 

122.47 

65.95 

96.22 

114.46 

115. 87 

98.95 

1963 . 

99.63 

108.09 

87.91 

127.19 

68.04 

99. 47 

121.43 

118.40 

102.40 

1964 . 

102.97 

112. 19 

90.91 

132.06 

<64.75 

102.31 

128.91 

121.80 

105.32 

1965 . 

107.53 

117. 18 

94.64 

138.01 

66.61 

106.49 

140.23 

130.80 

109.08 

1966  9  . 

112. 10 

121.67 

98.49 

145. 13 

68.57 

111.  11 

147. 45 

112.87 

1965:  Jan . 

105.52 

115.37 

92.50 

131. 77 

65.34 

103.94 

138.40 

126.78 

106.53 

Feb . 

106.19 

115.79 

92.73 

131.73 

65.34 

104.49 

138.50 

133.62 

107.07 

Mar . 

106.71 

117.04 

93.60 

134.32 

65.34 

105.01 

137.36 

130.09 

106.27 

Apr . 

105.82 

115.93 

92.20 

132.85 

66.06 

106.15 

137.07 

129.93 

106.66 

ftfay . 

107.53 

117.46 

94.00 

140.18 

66.43 

106.75 

141.40 

129.43 

107.87 

June . 

107.79 

117. 74 

94.47 

139.46 

66.98 

105.93 

145. 67 

132. 16 

107.33 

July . 

107.01 

116.34 

94.87 

140.89 

68.25 

106.60 

137.11 

131. 10 

108.40 

Aug . 

106.45 

115. 51 

95.11 

143.54 

68.07 

106.34 

144.67 

129.77 

108.27 

Sept . 

107.83 

117. 18 

95.68 

138.75 

67. 16 

106.90 

137.90 

131.54 

112. 75 

cmt . 

109.03 

118. 72 

95.68 

144.39 

67.33 

107.57 

146.30 

128.23 

111.66 

Nov . 

109.71 

119. 43 

96.32 

136.50 

66.77 

108. 12 

131.98 

133.04 

115.50 

Dec . 

110.92 

120.98 

96.96 

139.87 

67. 71 

109.59 

146.37 

132. 76 

112.59 

1966:  Jan . 

110.00 

119.99 

95.52 

138.34 

67.49 

108.53 

144.73 

131.94 

no.  12 

Feb . 

110.27 

120.69 

96.88 

139.05 

67.30 

109.08 

144.79 

139.91 

112. 87 

Mar . 

110.95 

120.69 

96.88 

143.26 

67. 12 

109.48 

146.08 

135. 12 

111.63 

Apr . 

111.  24 

121.54 

96.96 

140.69 

67. 47 

no.  43 

112.85 

132.75 

111.08 

ft&y . 

112.05 

121.82 

98.33 

141. 71 

67.64 

111.11 

155.12 

135.83 

111.63 

June . 

112.74 

121.82 

99.23 

146.69 

60.14 

no.  70 

156.98 

137.64 

113. 15 

July . 

111.11 

119. 81 

99.14 

150.16 

70.48 

112.20 

148.03 

134.11 

114. 12 

111  78 

120.54 

99.23 

149.38 

70.11 

111.38 

152.44 

112.33 

113  71 

123.94 

99.54 

151. 67 

69.09 

111.93 

154.09 

114. 11 

113.86 

124.07 

99.94 

152.08 

68.87 

112.74 

169. 80 

114.24 

113.00 

123.48 

100. 10 

143.39 

68.84 

112.87 

147.02 

116.33 

114.68 

124.79 

10a  50 

147.68 

69.20 

113.42 

<  For  coverage  of  series,  see  footnote  1,  Table  B-as. 

*  Prior  to  April  1M5,  data  relate  to  all  employees  except  executives;  for  April  1945-May  1949,  mainly  to 
employees  subject  to  the  Fair  Labor  Standards  Act;  and  beginning  June  1949,  to  nonsupervisory  employees 
only. 

>  Nine-month  average,  April  through  December,  because  of  new  series  started  in  April  1945. 

*  Begliming  1964,  data  Include  eating  and  drinking  places.  Comparable  figure  excluding  eating  and 
drinking  places  is  $69.94  for  1964. 

Note.— See  Note,  Table  B-25. 

Data  are  for  production  workers  in  manufacturing  and  mining,  for  construction  workers  in  contract  con¬ 
struction,  and  for  nonsupervisory  employees  in  other  industries  (except  as  noted).  Data  are  for  pay 
period  which  Includes  the  12th  of  the  month. 

Data  for  Alaska  and  Hawaii  included  beginning  1959. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-29. — Average  weekly  hmtrs  and  hourly  earnings,  gross  and  excluding  overtime,  in 
manufacturing  industries,  7939-m 


All  manufacturing  industries 


Durable  goods  manufac¬ 
turing  industries 


Nondurable  goods  manu¬ 
facturing  Industries 


Average 

weekly 

hours 

Average  hourly 
earnings 

Average 

weekly 

hours 

Average 

hourly 

earnings 

Average 

weekly 

hours 

Average 

hourly 

earnings 

Year  or  month 

Exdud- 

ing 

over- 

Ex- 

Ex- 

time 

Ex- 

Ex- 

Ex- 

Ex- 

dud- 

dud- 

and 

dud- 

dud- 

dud- 

dud- 

Oross 

ing 

Gross 

ing 

inter- 

Oross 

ing 

Oross 

ing 

Oross 

ing 

Oross 

ing 

over- 

over- 

indus- 

over- 

over- 

over- 

over- 

time 

time 

;ry  shift 

time 

time 

time 

time 

(1967- 

1939 . 

37.7 

$0,627 

32.2 

37.9 

$0,691 

37.4 

10.571 

1940 . 

38.1 

.656 

39.2 

.716 

37.0 

.MW 

1941 . 

40.6 

.726 

$0,601 

^33.4 

42.0 

$0,762 

38.9 

.627 

$0,613 

1942 . 

43.1 

.861 

.793 

>  37.5 

45.0 

.937 

.872 

40.3 

.709 

.684 

104.3 

45.0 

.057 

.881 

1  40.8 

46.  5 

1.048 

.966 

42.5 

.787 

.748 

1944 . 

45.2 

1.011 

.033 

» 43.7 

46.5 

1. 106 

1.019 

43.1 

.844 

.798 

1945 . 

43.5 

1.016 

*.949 

t  45.5 

44.0 

1.099 

*1. 031 

42.3 

.886 

>.841 

1946 . 

40.3 

1.078 

1.035 

1  60.4 

40.4 

1. 144 

1.  Ill 

40.5 

.995 

.962 

1947 . 

40.4 

1.217 

1. 18 

57.8 

40.  £ 

1.278 

1.24 

40.2 

1. 145 

1.11 

1948 . 

40.0 

1.328 

1.29 

63.2 

40.4 

1.395 

1.35 

39.6 

1.250 

1.21 

1940 . 

39.1 

1.378 

1.34 

66. 1 

39.4 

1.453 

1.42 

38.9 

1.295 

1.26 

1950 . 

40.6 

1.440 

1.39 

68.2 

41.1 

1.519 

1.46 

39.7 

1.347 

1.31 

1051 . 

40.6 

1.56 

1. 61 

73.6 

41.5 

1.65 

1.59 

39.5 

1.44 

1.40 

1952 . 

40.7 

1.65 

1.59 

77.4 

41.6 

1.75 

1.68 

39.7 

1. 51 

1.46 

1953 . 

40.6 

1.74 

1.68 

81.6 

41.2 

1.86 

1.79 

39.6 

1.58 

1.53 

1954 . 

30.6 

1.78 

1.73 

84.3 

40.1 

1.90 

1.84 

39.0 

1. 62 

1.58 

1955 . 

40.7 

1.86 

1.79 

86.9 

41.3 

1.99 

1.91 

39.9 

1. 67 

1.62 

1956 . 

40.4 

37.6 

1.95 

1.89 

91.5 

41.0 

38.0 

2.08 

2.01 

39.6 

37.2 

1.77 

1.72 

1957 . 

39.8 

37.6 

2.05 

1.00 

96.2 

40.3 

37.9 

2.19 

2. 12 

39.2 

37.0 

1.85 

1.80 

1958 . 

39.2 

37.2 

2.11 

2.05 

100.2 

39.5 

37.6 

2.26 

2.21 

38.8 

36.6 

1.91 

1.62 

1959 . 

40.3 

37.6 

2.19 

2.12 

103.5 

40.7 

38.0 

2.36 

2.28 

39.7 

37.0 

1.98 

1.92 

1960 . 

30.7 

37.3 

Z28 

2.20 

106.6 

40.1 

37.7 

2.43 

2.36 

39.2 

36.7 

2.05 

1.99 

1961 . 

30.8 

37.4 

2.32 

2.26 

100.  e 

40.3 

38.0 

2.49 

2.42 

39.3 

36.8 

2.11 

2.05 

1962 . 

40.4 

37.6 

2.39 

2.31 

112.3 

40.0 

38.1 

ZS6 

2.48 

39.6 

36.  S 

2.17 

2.09 

1963 . 

40.6 

37.7 

2.46 

2.37 

115.2 

41.1 

38.2 

Z63 

2.54 

39.6 

36.9 

2.22 

2.15 

1964 . 

40.7 

37.6 

2.53 

2.44 

118  C 

41.4 

38.1 

2.71 

2.60 

39.7 

36.8 

2.29 

2.21 

1965 . 

41.2 

37.6 

2.61 

2.60 

121.(1 

42.0 

38.1 

2.79 

2.67 

4a  1 

36.9 

2.36 

2.27 

1966  » . 

41.4 

37.6 

2.71 

2.60 

124.8 

42.1 

37.8 

2.89 

2.75 

40.2 

36.8 

2.45 

2.35 

1965:  Jan . 

4a  9 

37.6 

2.58 

2.48 

119.7 

41.8 

38.2 

2.76 

2.65 

39.7 

36.9 

2.33 

2.25 

Feb . 

41.0 

37.7 

2.59 

2.49 

12a  ( 

41.8 

38.1 

2.77 

2.65 

39.8 

36.9 

2.33 

2.25 

Mar . 

41.2 

37.1 

2.59 

2.49 

12a] 

42.1 

38.3 

2.78 

2.66 

4a  0 

37.  C 

2.34 

2.25 

Apr . 

4a  7 

37.  ( 

2.60 

2.50 

12a  4 

41.7 

38.2 

2.78 

2.66 

39.4 

38.7 

2.34 

2.26 

May . 

41.2 

37.1 

2.61 

2.50 

12a  6 

42.1 

38.2 

2.79 

2.66 

4ac 

36.9 

2.35 

2.26 

June . 

41.3 

37.7 

2.61 

2.60 

12a  8 

42.2 

382 

2.79 

2.67 

4a  2 

37.0 

Z35 

2.27 

July . 

41.0 

37.6 

2.61 

Z61 

120.9 

41.7 

380 

2.79 

2.67 

4a2 

37.1 

2.36 

2.28 

Aug . 

41.1 

37.  < 

2.59 

2.49 

12a; 

41.7 

37.9 

2.77 

2.65 

4a  8 

37.1 

2.36 

2.27 

Sept . 

41.  ( 

37.2 

2.63 

2.51 

121.; 

41.7 

37.7 

2.81 

2.68 

4a  2 

36.7 

Z38 

2.29 

Oct . 

41.1 

37.' 

2.64 

2.52 

121.! 

42.1 

37.  t 

2.82 

2.68 

4a  2 

36.8 

2.38 

2.28 

Nov . 

41.  i 

37.1 

2.65 

2.53 

122.: 

42.2 

37.9 

2.83 

2.69 

4a8 

3a( 

2.39 

2.29 

Dec . 

41.7 

37.7 

2.66 

2.64 

122.7 

42.6 

38.2 

2.84 

2.70 

4a  4 

37.0 

2.40 

2.31 

1966:  Jan . 

41.2 

37.5 

2.67 

2.56 

123.2 

42.1 

380 

2.85 

2.72 

39.8 

3a7 

2.40 

2.31 

Feb . 

41.  i 

37.1 

2.67 

2.56 

123.' 

42.2 

38.  ( 

2.86 

2.72 

4a  2 

36.  { 

2.41 

Z31 

Mar . 

41.' 

37.5 

2.68 

2.56 

123.  ( 

42.2 

38.  ( 

2.86 

2.72 

4a  2 

3a( 

2.41 

2.32 

Apr . 

41.2 

37.  S 

2.70 

2.58 

124.2 

42.2 

37.  { 

2.88 

2.74 

39.  ( 

3a( 

2.43 

Z33 

May . 

41.5 

37., 

2.70 

3.58 

124.' 

42.: 

37.  ( 

2.88 

2.74 

4a: 

36.  ( 

2.44 

Z34 

June . 

41.6 

37.  ( 

2.71 

2.58 

124.7 

42.3 

37.9 

2.88 

2.74 

4a  5 

37.0 

2.45 

2.34 

July . 

41.  C 

37.: 

!  2.71 

2.59 

124.  S 

41.6 

37.5 

2.88 

2.74 

4a  3 

36.8 

2.46 

Z35 

41.4 

37.  ^ 

2.70 

2.57 

124.  J 

42.0 

37.7 

2.87 

2.73 

4a  5 

37.0 

2.45 

2.34 

41.  j 

37.: 

J  2.74 

2.61 

125.1 

42.  a 

37.7 

2.93 

2.78 

4a3 

36.6 

2.47 

2.36 

Oct . 

41.4 

37.: 

2.75 

2.62 

126.: 

42.2 

37.7 

2.94 

2.79 

4aa 

36.7 

2.48 

Z37 

Nov  » . 

41.  i 

.37. 

2.76 

2.63 

126.: 

42.1 

37.! 

2.94 

2.80 

4a2 

36.! 

2.49 

Z38 

Dec  » . 

41.4 

37. 

2.77 

2.64 

42.3 

38.0 

2.95 

2.81 

40.2 

36.9 

2.50 

Z40 

■  Annual  average  not  available;  April  used. 

>  Eleven-month  average;  August  1045  excluded  because  of  VJ  Day  holiday  period. 


Note.— See  Note,  Tabie  B-26. 

Data  relate  to  prc^uction  workers  and  are  for  pay  period  which  includes  the  12th  of  the  month. 
See  Table  B-26  for  seasonally  adjusted  averaM  gross  weekly  hours. 

Data  for  Alaska  and  Hawaii  included  beginning  1959. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-30. — Average  weekly  earnings,  gross  and  spendable,  in  manufacturing  industries, 
in  current  a^  1957-59  prices,  1939-66 


Year  or  month 

Average  gross  weekly 
earnings 

Average  spendable  weekly  earnings  ' 

Worker  with  no 
dependents 

Worker  with  three 
dependents 

Current 

prices 

1957-59 
prices  * 

Current 

prices 

1957-59 
prices  • 

Current 

prices 

1957-59 
prices  • 

1939 . 

$23.64 

$48.84 

$23.37 

$48.29 

$23.40 

$4a35 

1940 . 

24.96 

51. 15 

24.46 

50.12 

24. 71 

50.64 

1941 . 

29.48 

57.47 

27.96 

54.50 

29.19 

56.90 

1942 . 

36.68 

64.58 

31.80 

55.99 

36.31 

63.93 

1943 . 

43.07 

71.43 

35.95 

59.62 

41.33 

68.54 

1944 . 

45.70 

74.55 

37.99 

61.97 

43.76 

71.39 

1945 . 

44.20 

70.49 

36.82 

5a  72 

42.59 

67.93 

1946 . 

43.32 

63.71 

37.31 

54.87 

42.79 

62.93 

1947 . 

49.17 

63.20 

42. 10 

54.11 

47.58 

61. 16 

1948 . 

53. 12 

63.39 

46.57 

55.57 

52.31 

62.42 

1949 . 

53.88 

64.92 

47.21 

56.88 

52.95 

63.80 

1950 . 

5a  32 

69.59 

50.26 

59.98 

56.36 

67.26 

1951 . 

63.34 

69.99 

52.97 

5a  53 

60.18 

66.50 

1952 . 

67.16 

72.61 

55.04 

59.50 

62.98 

68.09 

1953 . 

70.47 

75.61 

57.59 

61.79 

65.60 

70.39 

1954 . 

7a  49 

75.31 

58.45 

62.45 

65.65 

70.14 

1955 . 

75.70 

81.14 

62.51 

67.00 

69.79 

74.80 

1956 . 

7a  78 

83.19 

64.92 

6a  55 

72.25 

7a  29 

1957 . 

81.59 

83.26 

66.93 

6a  30 

74.31 

7a  83 

1958 . 

82.71 

82. 14 

67.82 

67.35 

75.23 

74.71 

1959 . 

88.26 

86.96 

71.89 

70.83 

79.40 

7a  23 

1960 . 

89.72 

87.02 

72.57 

70.39 

80.11 

77.70 

1961 . 

92.34 

88.62 

74.60 

71.59 

82.18 

78.87 

1962 . 

96.56 

91.61 

77.86 

7a  87 

85.53 

81. 15 

1963 . 

99.63 

93.37 

79.82 

74.81 

87.58 

82.08 

1964 . 

95.25 

84.40 

7a  08 

92.18 

85.27 

1965 . 

107.53 

97.84 

89.08 

81.06 

96.78 

88.06 

1966  » . 

112. 19 

99.20 

91.45 

80.86 

99.33 

87.82 

1965:  Jan . 

96.90 

87.47 

95.09 

87.32 

Feb . 

106.19 

97.51 

88.00 

80.81 

95.65 

87.83 

97.90 

8a  42 

81. 12 

96.09 

8a  16 

Apr . 

96.82 

87.71 

80.25 

95.34 

87.23 

May . 

9a  11 

89.08 

81.28 

9a  78 

88.30 

June . - . 

107.79 

97.90 

89.29 

81. 10 

96.99 

88.09 

July . 

97.11 

8a  66 

80.45 

96.34 

87.42 

Aug . 

96.77 

8a  21 

95.87 

87.15 

Sept . 

107.83 

97.85 

89.32 

97.03 

8a  05 

Oct . 

9a  76 

90.28 

81.78 

98.04 

88.80 

Nov . 

99.20 

90.83 

82.12 

98.61 

89.16 

Dec . 

110.92 

99.93 

91.80 

82.70 

99.62 

89.75 

1966:  Jan . 

iiaoo 

99.10 

89.79 

80.89 

97.58 

87.91 

Feb . 

110.27 

9a  81 

90.00 

80.65 

97.80 

87.63 

Mar . 

lia95 

99.06 

90.51 

9a  34 

87.80 

Apr . 

111.  24 

9a  88 

90.73 

80.65 

98.57 

87.62 

May . 

112.05 

99.51 

91.35 

81. 13 

99.22. 

88.12 

June . 

112.74 

99.86 

91.87 

81.37 

99.77: 

88.37 

July . 

111.11 

98.07 

90.63 

79.99 

98.47 

86.91 

Aug . 

111.78 

9a  22 

91. 14 

8a  09 

86.99 

Sept . 

lia71 

99.66 

92.61 

81. 17 

88.12 

lia85 

99.43 

92.72 

87.90 

Nov  » . 

113.99 

99.47 

92.82 

80^99 

100.76 

87.92 

Dec  » . 

114.68 

99.98 

93.35 

81.39 

_ 1 _ 

101.31 

88.33 

■  Average  gross  weekly  earnings  less  social  security  and  income  taxes. 

»  Earnings  in  current  prices  divided  by  the  consumer  price  index  on  a  1957-59  base. 

Note.— See  Note,  Table  B-25. 

Data  relate  to  production  workers  and  arc  for  pay  period  which  includes  the  12th  of  the  month. 
Data  for  Alaska  and  Hawaii  included  beginning  1959. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


Table  B-31. — Indexes  of  output  per  man-hour  and  related  data,  private  economy,  1947-66 

(IMT-SS-lOO] 


Year 

Output  per  man-hour 

Output  ■ 

Man-hours  > 

Total 

private 

Farm 

Non¬ 

farm 

Total 

private 

Farm 

Non¬ 

farm 

Total 

private 

Farm 

Non¬ 

farm 

Establishment  basis  * 

1947. . 

69.1 

49.8 

74.3 

67.6 

82.1 

oas 

97.8 

1618 

89.9 

1948 . 

72.1 

68.0 

7a  6 

7a  8 

91.8 

69.8 

9a2 

1514 

91.1 

1949 . 

74.4 

66.6 

79.6 

70.6 

8a9 

69.7 

94.9 

157.3 

87.6 

1960 . 

80.6 

64.4 

84.6 

77.9 

93.7 

77.0 

96.8 

145.6 

91.0 

1981 . 

82.9 

64.7 

86.4 

82.8 

88.9 

82.6 

99.9 

137.5 

915 

1952. . 

84.4 

70.3 

87.1 

84.8 

91.8 

84.5 

100.6 

130.6 

97.0 

1953 . 

88.0 

79.6 

89.7 

89.1 

96.6 

88.8 

101.3 

121.4 

99.0 

1954 . 

90.0 

83.7 

91.6 

87.9 

98.6 

87.4 

97.7 

117.8 

95.4 

1955. . 

94.0 

84.4 

95.7 

95.4 

101.0 

96.1 

101.6 

119.6 

99.4 

1956 . 

94.1 

88.0 

95.2 

97.2 

100.6 

97.1 

103.3 

1112 

102.0 

1987 . 

96.9 

93.3 

97.2 

98.6 

98.1 

98.6 

101.8 

1011 

101.4 

1968 . 

99.8 

103.0 

99.7 

97.3 

100.5 

97.2 

97.5 

97.6 

97.5 

1959 . 

103.4 

104.8 

103.1 

104.1 

101.9 

1012 

100.7 

97.2 

101.1 

1960 . 

106.0 

110.7 

104.4 

106.6 

105.8 

106.7 

101.5 

95.6 

102.2 

1961 . 

108.5 

119.4 

107.3 

ioa6 

107.2 

108.7 

100.1 

89.8 

101.3 

1962. . 

113.6 

122.2 

112.2 

116.0 

106.8 

116.5 

102.1 

87.4 

103.8 

1963 . 

117.6 

133.1 

115.6 

120.8 

110.1 

121.4 

102.7 

82.7 

106.0 

1964 . 

122.1 

133.7 

119.9 

127.5 

106.3 

128.6 

1014 

79.5 

107.3 

1968 . 

126.6 

148.8 

122.4 

135.3 

116.0 

136.4 

107.8 

77.3 

111.4 

1966  » . 

129.0 

155.8 

126.3 

142.5 

109.2 

144.3 

110.5 

70.1 

1112 

Labor  force  basis  < 

1947 . 

67.9 

49.8 

72.9 

67.6 

82.1 

66.8 

99.6 

1618 

91.6 

1948 . 

7a  2 

58.0 

74.6 

70.8 

91.8 

69.8 

100.8 

158.2 

93.7 

1949 . 

71.9 

56.1 

76.8 

70.6 

88.9 

69.7 

98.2 

158.6 

90.8 

1980 . 

78.6 

64.1 

82.4 

77.9 

93.7 

77.0 

99.2 

146.2 

93.4 

1981 . 

82.1 

64.3 

85.7 

82.8 

8a9 

82.6 

100.9 

138.3 

96.3 

1962 . 

84.5 

69.9 

87.6 

84.8 

91.8 

816 

100.4 

131.3 

96.6 

1953 . 

88.4 

79.1 

90.4 

89.1 

96.6 

88.8 

100.8 

122.1 

912 

1954 . 

90.8 

83.3 

92.8 

87.9 

98.6 

87.4 

96.8 

1113 

94.2 

1955 . 

94.7 

84.0 

96.7 

96.4 

101.0 

96.1 

100.7 

120.3 

913 

1986 . 

94.6 

87.5 

95.9 

97.2 

100.6 

97.1 

102.7 

1119 

101.2 

1957 . 

97.2 

93.3 

97.7 

98.6 

9ai 

98.6 

101.4 

105.2 

100.9 

1958 . 

99.4 

103.1 

99.2 

97.3 

100.6 

97.2 

97.9 

97.6 

98.0 

1959 . 

103.4 

104.7 

103.1 

104.1 

101.9 

1012 

100.7 

97.3 

101.1 

1960 . 

104.6 

110.7 

103.8 

106.6 

106.8 

ioa7 

102.0 

916 

102.8 

1961 . 

107.3 

119.9 

105.9 

ioa6 

107.2 

108.7 

101.2 

89.4 

102.6 

1962 . 

113.0 

122.3 

111.4 

116.0 

106.8 

116.6 

102.7 

87.3 

104.6 

1963 . 

iia7 

133.5 

114.4 

120.8 

110.1 

121.4 

103.6 

82.5 

1011 

1964 . 

120.7 

134.0 

iia2 

127.5 

106.3 

128.6 

1016 

79.3 

1018 

1968 . 

124.2 

149.0 

120.9 

136.3 

iiao 

136.4 

loao 

77.2 

112.8 

1966» . 

128.4 

165.6 

124.3 

142.6 

109.2 

1413 

111.0 

70.2 

116.1 

>  Output  refers  to  gross  national  product  in  1958  prices. 

>  Hours  worked  by  all  persons  in  private  industry  engaged  in  production,  including  man-hours  of  pro¬ 
prietors  and  unpaid  family  workers.  * 

>  Man-hours  estimates  based  primarily  on  establishment  data. 

*  Man-hours  estimates  based  primarily  on  labor  force  data. 

Note.— For  information  on  sources,  methodology,  trends,  and  underlying  factors  influencing  the  meas¬ 
ures,  see  Bureau  of  Labor  Statistics,  Department  of  Labor,  Bulletin  No.  1249,  Trends  in  Output  per  Man- 
Hour  in  the  Private  Economy,  t909-S8,  December  19S9. 

Data  for  Alaska  and  HaM^i  included  beginning  1960. 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 
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Table  B-32. — Industrial  production  indexes,  major  industry  divisions,  1929-66 


[1957-59-1001 


Year  or  month 

Total 

industrial 

production 

Mining 

Utilities 

Durable 

Nondurable 

1929 . 

38.4 

38.6 

38.2 

38.3 

54.2 

12.7 

1930 . 

32.0 

31.7 

28.4 

34.8 

47.0 

13.1 

1931 . 

26.5 

25.9 

19.5 

32.8 

40.3 

12.5 

1932 . 

20.7 

19.9 

11.9 

28.9 

33.6 

11.7 

1933 . 

24.4 

23.7 

15.5 

32.8 

38.5 

11.5 

1934 . 

26.6 

26.0 

18.8 

33.8 

40.3 

12.2 

1935 . 

30.7 

30.6 

24.1 

37.4 

43.7 

13.2 

1936 . 

36.3 

36.4 

31.2 

41.6 

.'iO.3 

14.9 

1937 . 

39.7 

39.7 

35.2 

44.1 

56.7 

16.4 

1938 . 

31.4 

30.5 

22.6 

39.1 

49.0 

16.5 

1939 . 

38.3 

37.9 

31.4 

44.9 

53.8 

18.3 

1940 . 

43.9 

43.8 

40.0 

47.3 

60.1 

20.3 

1941 . 

56.4 

58.3 

57.7 

57.6 

64.8 

22.8 

1942 . 

69.3 

73.1 

79.9 

63.7 

67.0 

25.6 

1943 . 

82.9 

88.7 

102.9 

70.7 

69.0 

28.3 

1944 . 

81.7 

86.3 

100.9 

68.2 

74.2 

30.1 

1945 . 

70.5 

73.0 

78.2 

65.6 

73.0 

30.6 

1946 . 

59.5 

60.0 

54.7 

64.8 

72.2 

31.8 

1947 . 

65.7 

66.4 

64.3 

67.2 

79.9 

36.5 

19481 . 

68.4 

68.9 

67.0 

69.5 

84.0 

40.8 

1949 . 

64.7 

65.1 

60.9 

68.3 

74.5 

43.4 

1950 . 

74.9 

75.8 

74.1 

76.0 

83.2 

49.5 

1951 . 

81.3 

81.9 

83.5 

78.5 

91.3 

56.4 

1952 . 

84.3 

85.2 

88.5 

80.0 

90.5 

61.2 

1953 . 

91.3 

92.7 

99.9 

83.6 

92.9 

66.8 

1954 . 

85.8 

86.3 

88.4 

83.6 

90.2 

71.8 

1955 . 

96.6 

97.3 

101.9 

91.6 

99.2 

80.2 

1956  . 

99.9 

100.2 

104.0 

95.4 

104.8 

87.9 

19S7 . 

100.7 

100.8 

104.0 

96.7 

104.6 

93.9 

1958 . 

93.7 

93.2 

90.3 

96.8 

95.6 

98.1 

105.6 

106.0 

105.6 

106.5 

99.7 

108.0 

1960 . 

108.7 

108.9 

108.5 

109.5 

101.6 

115.6 

1961 . 

109.7 

109.6 

107.0 

112.9 

102.6 

122.3 

1962 . 

118.3 

118.7 

117.9 

119.8 

105.0 

131.4 

1963 . 

124.3 

124.9 

124.5 

125.3 

107.9 

140. 0 

1964 . 

132.3 

133.1 

133.5 

132.6 

111.5 

151.3 

1965 . 

143.4 

145.0 

148.4 

140.8 

114.8 

160.9 

1966» . 

166.3 

158.7 

165.1 

150.6 

120.2 

173.4 

Seasonally  adjusted 

1965;  Jan . 

138.8 

140.3 

142.1 

Hill 

112.9 

154.8 

Feb . 

139.6 

141.3 

143.5 

112.2 

155.2 

Mar . 

140.9 

142.5 

145.1 

112.8 

157.8 

Apr . 

141.0 

142.5 

145.6 

113.1 

159.6 

May . 

141.8 

143.3 

147.0 

114.2 

159.9 

June . 

143.1 

144.6 

148.4 

115.2 

161.2 

July . 

144.3 

146.0 

150.4 

14a  4 

115.9 

161.6 

Aug . 

144.9 

146.4 

150.5 

141.4 

116.7 

162.8 

Sept . 

144.1 

145.8 

149.2 

141.5 

112.5 

164.4 

Oct . : . 

145.6 

147.0 

150.8 

142.3 

116.4 

164.7 

Nov . 

146.7 

148.6 

151.8 

144.5 

116.4 

164.1 

Dec . 

149.0 

151.0 

155.2 

145.7 

118.3 

164.9 

1966:  Jan . 

150.6 

152.9 

158.1 

146.4 

117.3 

164.7 

Feb . 

152.4 

154.7 

160.7 

147.3 

117.7 

168.7 

Mar . 

153.7 

155.9 

161.9 

148.5 

120.0 

168.8 

Apr . 

163.9 

156.6 

162.9 

148.7 

115.6 

169.1 

^^ay . 

165.3 

157.6 

164.2 

149.4 

120.7 

170.2 

June. . 

156.6 

158.9 

165.4 

150.7 

122.0 

171.7 

July . 

157.2 

159.4 

166.1 

151.3 

122.0 

175.7 

Aug . 

158.0 

160.1 

167.1 

151.3 

122.1 

179.0 

Sept . 

157.7 

160.0 

167.3 

■ 

121.0 

177.0 

158.8 

161.4 

169. 1 

121.4 

175.2 

Nov . 

158.6 

161.0 

167.6 

120.8 

176.5 

Dec  » . 

158.7 

161.0 

167.3 

^lli 

122.8 

177.0 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-33. — Industrial  production  indexes,  market  groupings,  1947-66 
[1987-59-100] 


Year  or  month 

Total 

indus¬ 

trial 

pro¬ 

duc¬ 

tion 

Final  products 

Materials 

Total 

Consumer  goods  > 

Equipment 

Total 

Dur¬ 

able 

goods 

Non¬ 

durable 

goods 

Total 

Auto¬ 

motive 

prod¬ 

ucts 

Home 

goods 

Total, 

includ¬ 

ing 

defense 

Busi¬ 

ness 

1947 . 

65.7 

64.2 

67.1 

69.4 

68.8 

55.4 

69.9 

68.2 

64.9 

1948 . 

68.4 

66.6 

69.2 

72.6 

71.7 

58.3 

72.6 

71.0 

68.2 

1949 . 

64.7 

64.5 

68.8 

72.0 

66.3 

52.0 

63.5 

64.2 

64.2 

1950 . 

74.9 

72.8 

78.6 

90.6 

91.4 

56.4 

68.0 

79.5 

73.3 

1951 . 

81.3 

78.6 

77.8 

80.1 

78.7 

78.4 

83.1 

83.8 

87.8 

78.8 

1952 . 

84.3 

84.3 

79.6 

72.1 

78.8 

94.1 

94.1 

84.3 

88.9 

79.0 

91.3 

89.9 

85.0 

91.3 

90.2 

100.5 

96.6 

92.6 

100.7 

84.1 

85.8 

85.7 

84.3 

85.0 

86.0 

88.9 

85.1 

85.9 

88.4 

83.3 

96.6 

93.9 

93.3 

118.3 

97.3 

91.9 

99.0 

104.7 

93.0 

FSlTSlIlllHllHlIiliH 

99.9 

98.1 

97.8 

100.9 

104.7 

101.6 

105.3 

97.7 

1957 . 

100.7 

99.4 

105.2 

96.6 

105.3 

■mla 

104.8 

98.9 

1958 . 

93.7 

94.8 

86.7 

92.8 

89.8 

92.7 

95.4 

1959 . 

105.6 

105.7 

108.1 

110.7 

105.1 

105.7 

1960 . 

108.7 

109.9 

111.0 

123.2 

■hoH 

107.6 

106.6 

108.7 

1961 . 

KJrl 

111.2 

112.6 

111.8 

112.2 

108.3 

104.8 

112.2 

1962 . 

118.3 

119.7 

119.7 

ni.i 

122.2 

119.6 

122.1 

117.0 

114.1 

120.0 

1963 . 

124.3 

124.9 

125.2 

141.2 

129.6 

124.2 

128.3 

123.7 

121.2 

126.3 

1964 . 

132.3 

131.8 

131.7 

145.1 

141.1 

132.0 

139.1 

132.8 

131.2 

134.4 

1965 . 

143.4 

142.5 

140.3 

167.2 

154.8 

147.0 

156.7 

144.2 

144.3 

144.1 

1966  » . 

156.3 

155.4 

147.4 

163.2 

168.8 

172.7 

181.2 

157.1 

157.4 

156.8 

Seasonally  adjusted 

1965:  Jan . 

138.8 

138.3 

138.2 

165.4 

149.7 

138.5 

148.0 

139.4 

138.5 

139.7 

Feb . 

139.6 

138.8 

138.4 

164.2 

151.2 

139.7 

149.5 

140.2 

139.9 

139.9 

Mar . 

IEIikI 

cnx] 

171.5 

153.0 

140.7 

150.4 

141.4 

142.6 

139.6 

Apr . 

139.5 

138.5 

166.6 

151.0 

141.6 

151.2 

142.5 

142.8 

141.5 

May . 

141.8 

140.2 

138.6 

167.3 

152.6 

143.8 

153.5 

143.5 

144.8 

142. 1 

June . 

143.1 

141.3 

139.5 

167.5 

152.3 

145.2 

154.9 

145.2 

146.5 

143.8 

July . 

144.3 

142.1 

139.8 

167.1 

147.6 

157.1 

146.4 

148.5 

144.7 

Aug . 

144.9 

143.0 

140.5 

166.7 

148.5 

158.0 

146.5 

147.3 

145.6 

Sept-.- . — 

144.1 

143.7 

141.3 

165.2 

149.0 

159.0 

144.9 

144.3 

145.4 

Oct . . 

145.5 

145.7 

141.9 

168.0 

153.9 

163.8 

145.3 

144.3 

147.1 

N'ov . . 

146.7 

148.0 

143.7 

168.5 

157.3 

167.2 

146.1 

143.6 

148.6 

Dec . 

149.0 

148.9 

144.2 

169.1 

159.0 

169.1 

148.8 

147.3 

150.4 

1966:  Jan . 

150.3 

144.6 

168.1 

162.6 

171.9 

150.9 

149.9 

151.0 

Feb . 

152.4 

152.1 

146.1 

167.9 

174.0 

152.6 

152.6 

152.1 

Mar . 

153.7 

152.5 

146.2 

170.0 

175.4 

154.4 

155.6 

153.1 

Apr . 

153.9 

152.9 

146.4 

168.4 

175.9 

154.5 

156.7 

152.3 

May . 

155.3 

153.7 

146.2 

mmsM 

178.3 

157.1 

157.7 

156.5 

June . 

156.5 

154.9 

147.1 

162.3 

168.3 

171.4 

180.0 

158.0 

159.3 

158.0 

July . 

157.2 

155.3 

146.5 

154.5 

174.4 

182.7 

158.8 

159.1 

158.6 

Aug . 

158.0 

156.4 

147.1 

146.4 

176.4 

184.4 

159.6 

160.1 

159. 1 

Sept . 

157.7 

156.3 

146.5 

■Kaci 

177.4 

185.7 

159.2 

159.8 

158.6 

Oct . 

158.8 

158.4 

148.9 

168.5 

179.0 

187.4 

159.6 

159.7 

159.6 

Nov . 

158.6 

158.4 

148.4 

163.3 

180.1 

187.9 

158.8 

158.7 

169.6 

Dec  » . 

164 

181.2 

189 

158.4 

156 

161 

>  Also  includes  apparel  and  consumer  staples,  not  shown  separately. 
Source;  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-34. — Industrial  production  indexes,  selected  manufactures,  1947-66 
[1S57-SO-100I 


Year  or 
month 

Durable  manufactures 

Nondurable  manufactures 

Pri- 

marv 

metals 

Fabri¬ 

cated 

metal 

prod¬ 

ucts 

Ma¬ 

chinery 

Trans¬ 

porta¬ 

tion 

equip¬ 

ment 

Instru¬ 
ments 
and  re¬ 
lated 
prod¬ 
ucts 

Clay. 

glass, 

and 

lumber 

Furni¬ 

ture 

and 

miscel¬ 

laneous 

Textile, 

apparel, 

and 

leather 

prod¬ 

ucts 

Paper 

and 

prlnliiig 

Chern¬ 

iy, 

petro¬ 

leum, 

and 

rubber 

prod¬ 

ucts 

Foods, 

bever¬ 

ages, 

and 

tobacco 

1947 . 

90.7 

75.9 

65.3 

42.9 

53.7 

75.8 

73.5 

81.0 

66.7 

47.5 

80.7 

1948 . 

94.3 

77.2 

66.5 

46.9 

55.2 

79.7 

77.4 

84.5 

69.4 

50.8 

80.0 

1949 . 

79.4 

69.8 

59.0 

47.1 

49.2 

72.3 

71.6 

80.6 

69.3 

49.4 

80.8 

1950 . 

99.9 

85.4 

72.7 

56.4 

57.3 

87.7 

83.7 

89.1 

76.7 

60.7 

83.6 

1951 . 

108.7 

91.2 

83.0 

62.9 

65.7 

92.0 

80.2 

87.4 

79.4 

67.4 

85.4 

1952 . 

99.3 

89.0 

92.1 

73.1 

78.1 

89.3 

82.4 

89.5 

77.7 

69.9 

87.3 

1953 . 

112.5 

100.3 

100.5 

91.7 

85.3 

9Z7 

89.7 

90.7 

82.6 

75.2 

88.2 

1954 . 

91.3 

90.2 

87.7 

83.8 

8Z9 

89.6 

86.8 

86.9 

85.0 

74.7 

89.8 

1955 . 

118.4 

98.3 

96.5 

102.0 

88.7 

100.7 

97.9 

95.5 

92.5 

86.8 

93.1 

1956 . 

116.4 

98.8 

107.1 

97.4 

95.4 

102.0 

101.0 

98.0 

97.1 

91.4 

96.6 

1957 . 

112.2 

101.5 

104.2 

106.4 

98.0 

97.5 

97.6 

96.9 

97.8 

95.6 

96.7 

1958 . 

87.5 

92.9 

88.8 

89.5 

92.1 

94.1 

93.3 

95.0 

97.0 

95.5 

99.4 

1959 . 

100.4 

105.5 

107.1 

104.0 

109.9 

108.5 

109.0 

108.1 

105.2 

108.9 

103.9 

1960 . 

101.3 

107.6 

110.8 

108.2 

116.5 

105.7 

113.3 

107.5 

109.0 

113.9 

106.6 

1961 . 

98.9 

106.5 

110.4 

103.6 

115.8 

104.5 

114.1 

108.4 

112.4 

118.9 

110.2 

104.6 

117,1 

123.6 

118.3 

123.0 

100.3 

124.5 

115. 1 

116.7 

131.2 

113.3 

1963 . 

113.3 

123.4 

129.2 

127.0 

130.2 

114.4 

129.1 

118.5 

120.1 

141.8 

116.8 

1964 . 

129.1 

132.7 

141.4 

130.7 

136.4 

121. 1 

138.4 

125.2 

127.5 

152.5 

120.8 

1965 . 

137.6 

147.8 

160.5 

149.2 

151.4 

127.6 

151.8 

135.8 

135.3 

164.6 

123.4 

1966  » . 

142.8 

163.0 

183.9 

168.1 

176.3 

133.0 

165.1 

141.4 

146.5 

181.7 

127.6 

Seasonally  adjusted 

1965:  Jan.... 

139.6 

140.3 

151.6 

141.2 

143.4 

123.2 

145.2 

133.1 

132.1 

159.1 

124.1 

Feb.... 

139.5 

145.0 

153.6 

141.0 

143.8 

124.8 

147.6 

133.8 

132.0 

160.9 

123.5 

Mar... 

140.4 

144.8 

155.4 

144.6 

145.4 

125.9 

148.4 

134.4 

133.0 

162.0 

123.7 

Apr.... 

142.5 

147.1 

155.5 

144.7 

146.9 

124.1 

149.1 

134.2 

133.3 

160.3 

123.0 

May... 

142.9 

145.7 

157.2 

147.5 

147.0 

126.1 

150.1 

134.9 

134.2 

160.9 

121.6 

June... 

144.5 

146.0 

159.1 

148.9 

149.8 

126.8 

150.3 

135.4 

134.8 

163.2 

122.5 

July... 

149.6 

148.0 

161.0 

149.6 

152.1 

127.7 

150.5 

134.6 

135.9 

164.6 

122.7 

Aug... 

146.6 

147.5 

161.6 

151.2 

152.6 

127.8 

151.9 

134.7 

136.9 

166.4 

123.1 

Sept... 

132.6 

146.7 

164.3 

149.8 

155.7 

128.4 

152.7 

136.5 

136.0 

166.3 

123.4 

Oct.... 

125.0 

150.9 

166.4 

154.9 

158.0 

130.1 

155.1 

137.3 

136.4 

167.9 

123.3 

Nov... 

120.6 

153.6 

168.3 

157.2 

159.0 

130.3 

157.8 

138.7 

139.2 

170.6 

125.1 

Dec.... 

126.5 

156.3 

171.0 

160.4 

162.2 

135.0 

160.9 

140.2 

140.6 

172.8 

124.8 

1966:  Jan.... 

131.9 

157.7 

174.5 

163.0 

166.8 

136.2 

158.4 

138.6 

142.1 

174.6 

125.7 

Feb.... 

138.3 

161.6 

176.4 

164.1 

169.4 

136.4 

161.6 

139.8 

142.7 

175.1 

126.8 

Mar... 

141.8 

161.7 

176.1 

166.1 

171.9 

138.0 

162.9 

141.1 

144.2 

176.6 

127.4 

142.4 

161.4 

178.6 

165.9 

174.6 

137.8 

163.5 

142.6 

143.5 

177.3 

126.9 

146.5 

162.9 

180.6 

165.8 

176.4 

133.3 

166.7 

142.0 

146.6 

179.3 

125.5 

148.0 

161.8 

182.8 

167.1 

176.5 

134.4 

167.0 

143.4 

148.3 

180.1 

126.8 

148.6 

162.1 

186.6 

166.0 

177.0 

131.7 

163.5 

141.6 

149.6 

182.0 

127.2 

Aug... 

148.7 

161.4 

189.6 

166.0 

177.4 

129.8 

167.1 

140.1 

148.6 

182.4 

128.5 

Sept... 

146.4 

163.0 

188.8 

168.3 

179.5 

129.8 

165.9 

140.2 

147.2 

182.8 

127.9 

Oct.... 

144.6 

164.2 

191.1 

174.8 

181.8 

128.1 

165.3 

141.0 

147.9 

185.5 

126.7 

Nov... 

139.4 

164.5 

189.8 

172.6 

181.3 

126.7 

166.2 

141.1 

148.3 

187.1 

128.6 

Dec  ».. 

137 

167 

189 

172 

183 

126 

167 

141 

149 

188 

128 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-35. — Manufacturing  capacity,  output,  and  utilization  rate,  1948-66 


Capacity  > 

Output 

(1967-69= 

100) 

Utilization 

rate 

(percent)  * 

79 

69 

87 

83 

66 

79 

SS 

76 

89 

89 

82 

93 

94 

86 

90 

99 

93 

94 

104 

86 

83 

109 

97 

90 

114 

100 

88 

121 

101 

84 

126 

93 

74 

130 

106 

82 

135 

109 

81 

139 

no 

79 

144 

119 

82 

149 

126 

84 

ISS 

133 

86 

163 

146 

89 

174 

169 

91 

Seasonally  adjusted 

>  For  description  and  source  of  data  see  "A  Revised  Index  of  Manufacturing  Capacity,”  Federal  Reterve 
Bulletin,  November  19^,  pp.  160S-1616,  Frank  de  Leeuw,  Frank  E.  Hop^s,  and  Michael  D.  Sherman. 
See  also  McGraw-Hill  surveys  on  “Business  Plans  for  New  Plants  and  Equipment”  for  data  on  capacity 
and  operating  rates. 

>  Output  as  percent  of  capacity;  based  on  unrounded  data. 

Source;  Board  of  Governors  of  the  Federal  Reserve  System  (output)  and  sources  in  footnote  1  (capacity 
and  utilization  rate). 


240-782  0—67 - 17 
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Table  B-36. — New  construction  activity,  1929-66 
[Value  put  in  place,  millions  of  dollars] 


Table  B-36. — New  construction  activity,  /929-<S6~Continued 
[Value  put  in  place,  millions  of  dollars] 


Year  or  month 


Total 

new 

con¬ 

struc¬ 

tion 


Private  construction 


Public  construction 


Residential 

building 

(nonfarm> 


Nonresidential  building  and 
other  construction 


Total  > 


New 

hous¬ 

ing 

units 


Total 


Fed- 


Total 

eral 

Com- 

In- 

funds  * 

mer- 

dus- 

Other • 

cial> 

trial 

State 

and 

local 

funds 


Seasonally  adjusted  annual  rates 


1965:  Jan . 

68,823 

47,697 

26,676 

20, 845 

21,021 

6,415 

3,712 

10, 894 

21,126 

Feb . 

48,927 

26,713 

20,866 

22, 214 

6,599 

4,478 

11,137 

21,434 

Mar . 

71, 170 

49, 414 

26,602 

20,735 

6,600 

4,969 

11,243 

21,756 

Apr . 

May . 

71,411 

49, 717 

26,675 

20,762 

6,709 

4, 775 

11,558 

21, 694 

71,973 

50,132 

27,070 

21,077 

23,062 

6,091 

5, 416 

11,555 

21,841 

June . 

71,756 

50,317 

27,224 

21,203 

23,093 

6,199 

5,426 

11,468 

21, 439 

July . 

49,122 

26,983 

20,990 

22, 139 

5,882 

11,350 

21,236 

Aug . 

49,222 

26,621 

20,657 

6,239 

4,973 

11,389 

21,641 

Sept . 

72,830 

50,167 

26,413 

20,491 

23, 754 

6,977 

5,321 

11,456 

22,663 

Oct . 

72.687 

50,084 

26,343 

20,416 

23,741 

7,056 

■DEQi 

Nov . 

wrcm^\m 

51,209 

26,243 

20,340 

24,966 

7,706 

5,291 

11,969 

22,830 

Dec . 

76, 443 

26,684 

20,780 

26,761 

8,017 

6,250 

12, 494 

22,998 

1966:  Jan . 

77.622 

27,460 

21,574 

25,825 

7,846 

5,987 

11,992 

24,337 

Feb . 

78,920 

54,290 

27,463 

21,554 

26,827 

7,294 

6,629 

24,630 

Mar . 

79,499 

55,066 

27,279 

kUCIqI 

27,787 

7,672 

aim 

■kiliiyl 

24,433 

Apr . 

May . 

78, 578 

54,347 

27,437 

21, 578 

26,910 

7,097 

7,175 

12,638 

24,231 

76,135 

52,284 

ViHmm 

21,146 

25, 261 

6,126 

6,856 

12,279 

23,851 

June . 

75,894 

52,108 

26,156 

20,249 

25,952 

6,343 

7, 548 

23,786 

July . 

73,827 

25, 115 

19, 193 

24,946 

6,280 

7, 163 

23,766 

Aug . 

49,668 

23,927 

18,037 

25,741 

6,482 

7, 164 

23, 841 

Sept . 

49,725 

17,293 

26,625 

7,054 

6,913 

12,658 

23,902 

Oct . 

46,754 

24,742 

6,608 

6,223 

11,911 

23,555 

•  Nov . 

71,094 

47,091 

20,777 

14,971 

26,314 

7,028 

6,698 

12,588 

Dec  » . 

70,373 

46,562 

mi 

14,536 

26,242 

12, 516 

>  Total  includes  additions  and  alterations  and  nonhousekeeping  units  not  shown  separately. 

>  Office  buildings,  warehouses,  stores,  restaurants,  and  garages. 

>  Farm,  institutional,  public  utilities,  and  all  other  private. 

*  Includes  Federal  grants-in-aid  for  State  and  locally  owned  projects. 

'  New  series  in  1946  reflects  differences  due  to  the  new  higher  level  series  of  housing  starts  and  farm  con¬ 
struction  expenditures  and  the  reduced  level  value  in  place  series  for  public  utilities.  See  Construction 
Report  C90-6t  (Supplement)  for  a  description  of  the  differences. 

*  New  series  differs  from  old  in  that  it  reflects  differences  in  1962  due  to  the  introduction  of  new  series  for 
private  nonresidential  buildings  and  differences  in  1963  due  to  the  introduction  of  new  series  for  State  and 
locally  owned  public  construction.  See  Construction  Report  C90-6SS  for  a  description  of  the  differences. 


Note. — Data  tor  Alaska  and  Hawaii  included  beginning  1959. 


Source;  Department  of  Commerce,  Bureau  of  the  Census. 
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Table  B-37. — New  housing  starts  and  applications  Jor  financing,  1929-66 
(Thousands  of  units] 


Table  B-37. — New  housing  starts  and  applications  for  financing,  1929-66 — Continued 
[Thousands  of  units] 


Private  and 
public 


Housing  starts 


Nonfarm 


Proposed 
home  con¬ 
struction  * 


Year  or 
month 

Total  Total 

»  K"-  ’J” 

non-  Ing  xotali  more 

farm)  farm)  family 

lies 


New 
private 
housing 
units 


I  Military  housing  starts,  Including  those  financed  with  mortgages  insured  by  FHA  under  Section  803 
of  the  National  Housing  Act,  are  included  in  publicly  financed  starts  but  excluded  from  total  private  starts 
and  from  FHA  starts. 

>  Data  begliming  1963  cover  approximately  12,000  permit-issuing  places.  Data  for  1659-62  are  based  on 
reports  from  approximately  10,000  places.  In  1963,  the  additional  2,000  permit-issuing  places  accounted 
for  almost  60,000  new  privately  owned  housing  unit  authorizations. 

I  Units  in  mortgage  applications  or  appralsm  requests  for  new  home  construction. 

*  FHA  program  approved  in  June  19M;  all  1934  activity  Included  in  1935. 

•  Monthly  estimates  for  September  1645-May  1960  were  prepared  by  Housing  and  Home  Finance  Agency. 

Note.— Census  series  begliming  1945  include  Alaska  and  Hawaii.  FHA  and  VA  series  include  Alaska, 
Hawaii,  and  Puerto  Rico  for  all  periods. 
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Table  B-38. — Business  expenditures  for  new  plant  and  equipment,  1939  and  1945-67 


[Billions  of  dollars] 


Year  or  quarter 

Total  • 

Manufacturing 

Mining 

Transportation 

Public 

UtUl- 

ties 

Com¬ 
mer¬ 
cial 
and 
other  * 

Total 

Dura¬ 

ble 

goods 

Non¬ 

durable 

goods 

Rail¬ 

road 

Other 

1939 . 

5.51 

1.94 

0.76 

1. 19 

0.33 

0.28 

0.36 

0.62 

2.08 

1945 . 

8.69 

3.98 

1.59 

2.39 

.38 

.55 

.67 

.50 

2.70 

1946 . 

14.85 

6.79 

3.11 

3.68 

.43 

.58 

.92 

.79 

5.33 

1947 . 

20.61 

8.70 

3.41 

5.30 

.69 

.89 

1.30 

1.64 

7.49 

1948 . 

22.06 

9. 13 

3.48 

5.65 

.88 

1.32 

1.28 

2.54 

6.90 

1949 . 

19.28 

7.15 

2.59 

4.56 

.79 

1.35 

.89 

3. 12 

6.98 

1950 . 

20.60 

7.49 

3.14 

4.36 

.71 

1.11 

1.21 

3.31 

6.78 

1951 . . . 

25.64 

10.85 

5.17 

5.68 

.93 

1.47 

1.49 

3.66 

7.24 

1952.. . 

26.49 

11.63 

5.61 

6.02 

.98 

1.40 

1.50 

3.89 

7.09 

1953 . 

28.32 

11.91 

5.65 

.  6.26 

.99 

1.31 

1.56 

4.65 

8.00 

1954 . 

26.83 

11.04 

5.09 

5.95 

.98 

.85 

1. 51 

4.22 

8.23 

1955.. . 

28.70 

11.44 

5.44 

BlSl 

.96 

.92 

1.60 

4.31 

9.47 

1956 . 

35.08 

14.95 

7.62 

7.33 

1.24 

1.23 

1.71 

4.90 

11.05 

1957 . 

36.96 

15.96 

8.02 

7.94 

1.24 

1.40 

1.77 

6.20 

10.40 

1958 . 

30.53 

11.43 

5.47 

5.96 

.94 

.76 

1.50 

6.00 

9.81 

1959 . 

32.54 

12.07 

5.77 

6.29 

.99 

.92 

2.02 

6.67 

10.88 

1960 . 

35.68 

14.48 

7. 18 

7.30 

.99 

1.03 

1.94 

6.68 

11.67 

1961 . 

34.37 

13.68 

6.27 

7.40 

.98 

.67 

1.85 

6.52 

11.68 

1962 . 

37.81 

14.68 

7.03 

7.65 

1.08 

.85 

6.48 

13.16 

1963 . 

39.22 

15.69 

7.85 

7.84 

1.04 

1. 10 

1.92 

6.65 

13.82 

1964 . 

44.90 

18.58 

9.43 

0.16 

1. 19 

1. 41 

2.38 

6.22 

15. 13 

1965 . 

51.96 

22.45 

11.40 

11.05 

1.30 

1.73 

2.81 

6.94 

16. 73 

1966 » . 

60.56 

27.01 

14.04 

12.97 

1.47 

1.94 

3.48 

8. 31 

18.36 

Seasonally  adjusted  annual  rates 

1964;  I . 

42.55 

8.85 

8.55 

1.15 

1.40 

2.30 

6.95 

14.35 

II . 

43.50 

8.80 

1.15 

1.26 

2.25 

6.30 

14.75 

Ill . 

45.65 

18.85 

9.20 

1.20 

1.50 

2.40 

6.30 

15.40 

IV . 

47. 75 

20.15 

10.15 

1.30 

1.55 

2.60 

6.35 

16.80 

1965:  I . 

49.00 

20. 75 

1.26 

1.76 

2.65 

6.80 

16.85 

II . . 

50.35 

21.55 

1.30 

1.65 

2.70 

6.85 

16.40 

Ill . 

52.75 

23.00 

11.75 

11.25 

1.25 

1.70 

3.00 

6.75 

17.00 

IV . 

55.35 

24. 15 

12. 45 

11.7(1 

1.35 

1.95 

3.00 

7.30 

17.55 

1966:  I . 

58.00 

25.60 

13. 15 

12.45 

1.40 

1.76 

3.30 

8.25 

17. 70 

II . 

60.10 

26.80 

13.85 

12.96 

1.55 

2.00 

3.50 

8.30 

17.95 

III. . 

61.25 

27.55 

14.35 

13.20 

1.45 

1.85 

3.  40 

8.55 

18.45 

IV  > . . 

62.60 

27.80 

14.65 

13.15 

1.45 

2. 15 

3. 70 

8.15 

19.25 

1967:  I » . 

63.45 

27.85 

13. 15 

1.60 

2.00 

3.65 

9.30 

19.15 

II « . 

64.05 

28. 45 

15.10 

13.35 

35.60 

>  Excludes  agriculture. 

>  Commerci^  and  other  includes  trade,  service,  finance,  communications,  and  construction. 

*  Estimates  based  on  anticipated  capital  expenditures  reported  by  business  in  late  October  and  Novem¬ 
ber  1966.  The  quarterly  anticipations  include  adjustment.^,  when  necessary,  for  systematic  tendencies  in 
anticipatory  data. 

Note. — Annual  total  is  the  sum  of  unadjusted  expenditures;  it  does  not  necessarily  coincide  with  the 
average  of  seasonally  adjusted  figures. 

These  figures  do  not  agree  precisely  with  plant  and  equipment  expenditures  included  in  the  gross 
national  product  estimates  of  the  Department  of  Commerce.  The  main  difference  lies  in  the  inclusion 
in  the  gross  national  product  of  investment  by  farmers,  professionals,  institutions,  and  real  estate  firms, 
and  of  certain  outlays  charged  to  current  account. 

These  series  are  not  available  for  years  prior  to  1939  and  for  1940  to  1944. 

Sources:  Department  of  Commerce  (Office  of  Business  Economics)  and  Securities  and  Exchange 
Commission. 
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Table  B-39. — Sales  and  inventories  in  manufacturing  and  trade,  1947-66 
[Amounts  in  millions  of  dollars] 


I 


>  Monthly  average  lor  year  and  total  for  month. 

>  Seasonally  adjusted,  end  of  period. 

*  Inventory/sales  ratio.  For  annual  periods,  ratio  of  weighted  average  inventories  to  average  monthly 
sales;  for  monthly  data,  ratio  of  inventories  at  end  of  month  to  sales  for  month. 

*  Where  December  data  not  available,  data  for  year  calculated  on  basis  of  no  change  from  November. 

Note.— The  inventory  figures  in  this  table  do  not  agree  with  the  estimates  of  change  in  business  inven¬ 
tories  included  in  the  gross  national  product  since  these  figures  cover  only  manufacturing  and  trade  rather 
than  all  busines.s,  and  show  inventories  in  terms  of  current  hook  value  without  adjustment  for  revaluation. 

Data  for  Alaska  and  Hawaii  included  beginning  1958  for  manufacturing,  beginning  1960  for  retail  trade, 
and  beginning  1961  for  merchant  wholesalers. 

Source:  Department  of  Commerce  (Office  of  Business  Economics  and  Bureau  of  the  Census). 


Table  B-40. — Manufacturers'  shipments  and  inventories,  1947-66 


[Millions  of  dollars] 


Year  or  month 

Shipments  > 

Inventories  * 

Total 

Dur¬ 

able 

goods 

indus¬ 

tries 

Non¬ 

durable 

goods 

indus¬ 

tries 

Durable  goods  industries 

Nondurable  goods  industries 

Mate¬ 

rials 

and 

sup¬ 

plies 

Work 

in 

process 

Fin¬ 

ished 

goods 

Mate¬ 

rials 

and 

sup¬ 

plies 

Work 

in 

process 

Fin¬ 

ished 

goods 

1947  . 

15,513 

6,694 

8,819 

25,897 

13,061 

12,836 

1948 

n\  316 

7, 579 

9,738 

28,543 

14,662 

13^881 

1949 

16^  126 

71191 

8,935 

26.321 

13i060 

13|261 

1950  . 

18,634 

8,845 

9,789 

15,539 

15,539 

1951 . 

2U  714 

10,493 

11,221 

20, 991 

18;  315 

1952  . 

22,529 

11,313 

11,216 

41,136 

23, 731 

17.405 

1953 . 

241843 

131349 

11,494 

43,948 

25,878 

8,966 

10,720 

iT;j|iwn 

8,317 

2,472 

1954 . 

23,355 

11,828 

11,527 

41, 612 

23,710 

7,894 

9,721 

8,167 

2,440 

7,415 

1955 . 

Sliii 

14,071 

12,400 

26,405 

9, 194 

10,766 

6,348 

18,664 

8,556 

2,571 

7,666 

1956 . 

27,740 

14, 715 

50,642 

10,417 

12,317 

6tjo 

8,971 

2,721 

8,622 

1957 . 

28,736 

15,2-37 

13,499 

51,871 

31,728 

12,837 

8, 125 

8,775 

2,864 

8,624 

1958 . - 

27,280 

13,572 

13,708 

9,847 

12,294 

7,749 

19,975 

8,671 

m3ll] 

8,498 

1959 . 

30,219 

14,675 

31,839 

12,952 

8,143 

2,938 

8,857 

1960 . 

RIM 

14,979 

53,814 

32,360 

IIM 

12,780 

9, 190 

21.454 

9,113 

2,935 

9,353 

1961 . 

15,352 

55,087 

32,646 

■ 

13,225 

22  441 

9.511 

3.120 

9,707 

1962 . 

17,184 

16, 124 

57,753 

34,326 

■  Ill.Ti 

14, 129 

WjESj 

10,246 

1963 . 

34,774 

18,071 

60,147 

1 

14,857 

10,292 

24, 119 

9,769 

3,479 

10,871 

1964 . 

37,129 

19, 231 

17,898 

62,944 

38,412 

11,688 

15,933 

10, 791 

24,532 

9,619 

3,522 

11,391 

1965  . 

40,279 

21,  Craj 

19,2.58 

42,324 

12,943 

18, 109 

11,272 

25,691 

9,964 

3,862 

11.865 

1966 » . 

43,900 

nni 

76,900 

Hm 

22,000 

12,800 

27,600 

10,600 

4,300 

Seasonally  adjusted 

1965:  Jan . 

Iffi 

18, 470 

63  213138, 495 

11,802 

15,934 

10, 759 

24, 718 

9,585 

3,532 

Feb . 

18,319 

63, 3821.38, 692 

11,876 

IfiliSS 

10,808 

24,690 

9,541 

3,531 

11,618 

Mar . 

21,284 

■raiTiTi 

63,708 

38,972 

12,068 

10,863 

24,736 

9.557 

3,533 

11,646 

Apr— - 

40,044 

KiTTF 

19,129 

39,233 

12,  tJS 

16, 114 

10, 713 

24,768 

3.533 

11,573 

May . 

39,814 

ImIVsIK 

■19^ 

39,475 

12,512 

■nVIfiTl 

3,558 

11,561 

June . 

39,943 

19,291 

39,951 

12,537 

16,533 

24,674 

KAjly 

3,611 

11,455 

July . 

41,452 

21,820 

19,632 

65,394 

BE 

12,664 

IHBw 

24,794 

9,537 

3,591 

11,666 

Aug . 

[SEE 

21, 191 

19,327 

65,788 

40,814 

12, 672 

17,283 

24, 974 

9, 645 

3,662 

11,667 

Sept . 

40,173 

20,924 

19, 249 

66,267 

mtoa 

12, 812 

17,380 

11, 108 

24,967 

9,766 

3,7® 

11,499 

Oct . 

21,146 

19,402 

66,642 

41,523 

12,^ 

17,502 

11, 135 

2.5, 119 

9,769 

3,825 

11,525 

Nov . 

41,403 

21,606 

67, 192 

41,869 

12,914 

17, 763 

11,192 

25,323 

9,827 

3,823 

11,673 

Dec . 

42,622 

22,318 

42,324 

12,943 

18, 109 

25,691 

9,964 

3,862 

11,865 

1966:  Jan . 

42,665 

22,307 

20,358 

38,594 

42,589 

12,951 

18, 1^5 

26,005 

10,02s 

3,876 

ISiml 

Feb . 

42,7® 

22,433 

20,269 

42,884 

TlVf 

18,468 

11,412 

26. 158 

10,072 

3,877 

12,207 

Mar . 

44,121 

tiV,  u4o 

43,273 

11, 478 

26,375 

10,153 

3,893 

12,329 

Apr . 

43,540 

yyJirAM 

43,779 

ilcfi 

19, 141 

11,492 

26,567 

10,30S 

3,913 

12,345 

May . 

22,915 

BUtBl 

44,275 

19,302 

11,675 

26,828 

10,439 

3,991 

12,398 

June . 

22,898 

21,227 

71,949 

45,003 

1  ^ 

10,562 

4,044 

12.340 

July . 

44,327 

23,031 

21,29f 

72,958 

45,790 

10, 506 

4,062 

12,600 

Aug . 

44,206 

22,874 

74,11c 

46,814 

20,698 

12,  lie 

10. 615 

4,12* 

12,555 

Sept . 

laici] 

22,971 

21,12{ 

74,884 

47,568 

14,3n£ 

20,94s 

12, 31C 

27,318 

10,579 

4,169 

12,568 

Oct . 

44,487 

23,451 

21,03e 

75,788 

48,352 

14,465 

21,448 

12, 441 

27,436 

10,542 

4,251 

12,643 

Nov  ' . - 

44,503 

23,349 

21,154 

76,854 

49,24C 

14, 521 

12, 767 

27,614 

10,655 

4,263 

12,696 

23,813 

>  Monthly  average  for  year  and  total  for  month. 

2  Book  value,  seasonally  adjusted,  end  of  period. 

>  Where  December  data  not  available,  data  for  year  calculated  on  basis  of  no  change  from  Noveml)er. 
Note.— Data  for  Alaska  and  Hawaii  Included  beginning  1958. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 
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Table  B-41. — Manufacturers'  new  and  unfilled  orders,  1947-66 
(Amounts  in  millions  of  dollars] 


Year  or  month 

New  orders  > 

Unfilled  orders  * 

Unfilled  orders-ship- 
ments  ratio  > 

Total 

Durable  goods 
industries 

Non¬ 

dura¬ 

ble 

goods 

indus¬ 

tries 

Total 

Dura¬ 

ble 

goods 

indus¬ 

tries 

Non- 

dma- 

ble 

goods 

indus¬ 

tries 

Total 

Dura¬ 

ble 

goods 

indus¬ 

tries 

Non¬ 

dura¬ 

ble 

goods 

indus¬ 

tries 

Total 

Machin¬ 
ery  and 
equii>- 
ment 

1947  . 

15,256 

6,388 

8,868 

34, 415 

28,532 

5, 883 

194A  . . 

17, 692 

8,126 

9,566 

a0.717 

26.601 

4'  116 

1949  . 

15,614 

6,633 

8i981 

KfiWi)T!l 

4i  488 

1950  . 

20,110 

10, 165 

9.945 

43,055 

36,838 

6,217 

1951  . 

23,907 

12, 841 

lilfiTAl 

69,785 

65'  835 

3^950 

1962  . 

23,203 

12,061 

11,142 

75i  649 

72; 480 

3, 169 

1953  . 

23,533 

12, 105 

WikTI 

11,428 

61, 178 

58,637 

2]  541 

1954 . 

22,313 

10,743 

1,770 

11,570 

48,266 

45; 250 

31016 

3.42 

4. 12 

0.96 

1955 . 

27,423 

14,954 

2,499 

12,469 

56,241 

3,763 

3.63 

4.27 

1.12 

1956 . 

28,383 

15,381 

2,870 

■ESja 

67, 375 

63,880 

3,495 

3.87 

4.55 

1.C4 

1957 . 

27,514 

14,073 

2,566 

13, 441 

53, 183 

50,352 

2,831 

3.35 

4.00 

.85 

1958  . 

26,901 

13, 170 

2,354 

13, 731 

48, 882 

45, 739 

3, 143 

1959  . 

30,679 

15,951 

2,878 

14,728 

54'  494 

654 

3i  840 

I960  . 

30,115 

15,223 

2,791 

14,892 

46, 133 

43, 401 

2, 732 

1961 . . 

31,061 

15,664 

2;  854 

15,397 

48, 343 

45, 173 

3’,  170 

2.52 

3. 01 

.76 

1962 . 

33, 167 

17,085 

3,090 

46,784 

44, 094 

2,690 

2.44 

2.94 

.65 

1963 . 

35,036 

18,300 

3,326 

16,736 

49,796 

46,676 

3, 120 

2.36 

2.85 

.66 

1964 . 

37,697 

19,803 

3,706 

17,895 

57,044 

53,958 

3,086 

2.45 

2.96 

.61 

1965 . 

41,023 

21,728 

4, 140 

19,295 

66,068 

62,534 

3,534 

2.61 

3.16 

.64 

1966  ‘ . 

45,000 

24,100 

3,400 

2.98 

3.66 

.58 

Seasonally  adjusted 


1965:  Jan . 

39.704 

21,271 

3,958 

18,433 

57,317 

54.280 

3,037  1 

Feb . 

39,469 

21, 130 

3,709 

18,330 

58,160 

2.53 

3.07 

Mar . 

40,712 

21,714 

4;  024 

18,098 

58,595 

55,531 

2.46 

Z98 

Apr . 

41, 120 

22,043 

4,078 

50,463 

56,374 

2.51 

3.04 

May . 

40,181 

20,992 

41069 

19. 189 

50,897 

56,875 

Z56 

3.13 

June . 

21,310 

■Kgl 

19,379 

60,588 

57,454 

3,134 

2.58 

3.15 

July . 

41,846 

22,195 

4,348 

19,651 

60,081 

57,830 

3,151 

2.48 

3.02 

Aug . 

40,926 

21,509 

4,159 

19,417 

61,391 

58,148 

31243 

2.57 

3.12 

Sept . 

41,483 

22,163 

4,153 

19,320 

62,699 

50,385 

3,314 

2.66 

3.23 

Oct . . 

41,843 

4,249 

19,418 

63,093 

60,664 

2.60 

3.28 

Nov . 

42,234 

22,389 

4,325 

19,845 

64, 821 

61,445 

2.65 

3.23 

Dec . 

43,868 

4,583 

66,068 

62,534 

2.61 

3.16 

1966:  Jan . 

43,986 

4,450 

67,388 

63,803 

3,585 

2.65 

3.21 

Feb . 

44, 129 

4,584 

68,814 

65,110 

miiii 

2.71 

3.28 

Mar . 

45,833 

24,888 

4,587 

20.945 

70,527 

66,762 

3,765 

2.69 

3.25 

Ajpr . 

45,064 

24, 197 

4,788 

72,049 

68,250 

3,799 

2.78 

3.37 

May . 

45,321 

24, 276 

4, 845 

KWiilsl 

73,297 

69,609 

3,688 

2.79 

3.40 

June . 

45,833 

24,503 

4,753 

21,240 

75,009 

71,308 

2.86 

3.50 

July . 

45,625 

24,371 

5,092 

21,254 

dul 

72,651 

3,659 

2.83 

3.49 

Aug . 

44,842 

23,512 

4,813 

21,330 

76.942 

73,286 

3,656 

2.89 

3.54 

Sept . 

46,318 

25,274 

4,906 

WbXda 

75, 591 

3,579 

2.97 

3.64 

Oct . 

45,243 

24,244 

4,816 

79,923 

76,382 

3,541 

3.67 

Nov  » . 

44,176 

4,685 

BjHivii 

79,596 

76,179 

3,417 

2.98 

3.66 

4 

_ 

[■■■ 

■nai 

■■■ 

■■■1 

>  Monthly  average  for  year  and  total  for  month. 

>  Seasonally  adjusted,  end  of  period. 

*  Ratio  of  shipments  for  period  to  unfilled  orders  at  end  of  period.  Annual  figures  relate  to  seasonally 
adjusted  data  for  December. 

*  Where  December  data  not  available,  data  for  year  calculated  on  basis  of  no  change  from  November. 
Note.— Data  for  Alaska  and  Hawaii  included  beginning  1958. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 
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PRICES 

Table  B-42. — Consumer  price  indexes,  by  major  groups,  1929-66 
For  city  wage  earners  and  clerical  workers 
[l»57-5g-100] 


Table  B-43. — Consumer  price  indexes,  by  special  groups,  1935-66 
For  city  wage  earners  and  clerical  workers 
[1967-59-100] 


i 


Table  B-44. —  Wholesale  price  indexes,  by  major  commodity  groups,  1929-66 
(1<»7-59«100] 


Year  or  month 

AU 

com¬ 

modi¬ 

ties 

1 

AU  con 

Total 

imodities 
and  fc 

TextUe 

prod¬ 

ucts 

and 

apparel 

other  th) 
>ods  (indu 

Hides, 

skins, 

leather, 

and 

leather 

prod¬ 

ucts 

in  farm 
istrials) 

Fuels 

and 

related 

prod¬ 

ucts, 

and 

power 

;>roducts 

i 

Chemi¬ 

cals 

and 

allied 

prod¬ 

ucts 

1929 . 

62.1 

63.9 

54.3 

51.7 

67.8 

56.6 

61.5 

1930 . 

47.3 

54.0 

49.5 

48.1 

60.3 

62.0 

58.2 

1931 . 

39.9 

39.6 

41.6 

42.4 

49.8 

44.7 

50.0 

1932 . 

35.6 

29.4 

33.9 

39.7 

41.2 

38.0 

62.1 

1933 . 

36.1 

31.3 

33.7 

40.2 

48.6 

42.0 

49.3 

46.6 

1934 . 

41.0 

39.9 

39.6 

44.2 

54.7 

44.9 

64.3 

48.8 

1935 . 

43.8 

48.0 

48.3 

44.0 

63.3 

46.6 

54.5 

50.9 

1936 . 

44.2 

49.4 

46.4 

44.9 

63.7 

49.6 

56.6 

61.2 

1937 . 

47.2 

62.7 

48.6 

48.1 

67.3 

54.3 

67.6 

63.6 

1938 . 

43.0 

41.9 

42.3 

46.1 

50.1 

48.2 

66.6 

61.0 

1939 . 

42.2 

39.9 

40.2 

46.0 

62.3 

49.6 

64.2 

60.7 

1940 . 

43.0 

41.3 

40.4 

46.8 

56.4 

52.3 

63.2 

51.6 

1941 . 

47.8 

60.1 

46.7 

60.3 

63.7 

56.1 

56.6 

56.1 

1942 . 

510 

616 

618 

53.9 

72.8 

61.1 

58.2 

62.3 

1943 . 

56.5 

718 

67.2 

64.7 

73.1 

61.0 

69.9 

63.1 

1944 . 

56.9 

75.3 

66.0 

66.6 

73.9 

60.5 

61.6 

63.8 

1945 . 

57.9 

78.3 

56.4 

66.3 

75.1 

61.3 

62.3 

64.2 

1946 . 

66.1 

90.6 

71.7 

61.7 

87.3 

70.7 

66.7 

69.4 

1947 . 

81.2 

109.1 

91.1 

75.3 

105.7 

96.6 

79.7 

92.2 

1948 . 

87.9 

117.1 

98.4 

81.7 

110.3 

97.6 

93.8 

94.4 

1949 . 

83.6 

101.3 

88.8 

80.0 

100.9 

92.5 

89.3 

86.2 

1950 . 

86.8 

106.4 

92.6 

82.9 

104.8 

99.9 

90.2 

87.5 

1951 . 

96.7 

123.8 

103.3 

91.5 

116.9 

114.8 

93.6 

100.1 

1952 . 

94.0 

116.8 

100.9 

89.4 

106.5 

92  8 

9l3 

95.0 

1953 . 

92.7 

105.9 

97.0 

102.8 

94.1 

95.9 

96.1 

1954 . 

92.9 

104.4 

97.6 

100.6 

89.9 

94.6 

97.3 

1955 . 

93.2 

97.9 

94.3 

100.7 

89.6 

94.6 

96.9 

1956 . 

96.2 

96.6 

94.3 

100. 7 

94.8 

97.4 

97.6 

1957 . 

99.0 

99.2 

97.9 

100.8 

94.9 

102.7 

99.6 

1958 . 

ri  ; 

103.6 

102.9 

99.5 

98.9 

96.0 

98.7 

100.4 

1959 . 

97.2 

99.2 

101.3 

100.4 

109.1 

98.7 

100.0 

TTifll  1 M  M  M  M  M 1 M  M  M  M  M 

96.9 

100.0 

101.3 

101.6 

105.2 

99.6 

100.2 

96.0 

100.7 

100.8 

99.7 

100.7 

99.1 

97.7 

101.2 

100.8 

100.6 

100.2 

97.6 

95.7 

101.1 

100.7 

100.6 

104.2 

99.8 

96.3 

913 

101.0 

101.2 

101.2 

97.1 

96.7 

98.4 

105.1 

102.5 

101.8 

109.2 

98.9 

97.4 

105.8 

105.6 

111.6 

104.7 

102.1 

119.7 

101.3 

97.8 

101.0 

93.0 

102.2 

101.9 

101.6 

104.9 

98.6 

97.3 

Feb . 

101.2 

94.6 

102.1 

101.9 

101.5 

97.9 

97.6 

Mar . 

101.3 

96.4 

101.8 

102.0 

101.6 

97.9 

97.6 

Apr . 

101.7 

97.6 

102.3 

102.1 

101.5 

97.6 

97.6 

May . 

102.1 

98.4 

103.3 

102.3 

101.6 

107.4 

98.4 

97.6 

June . 

102.8 

TOICT 

106.1 

102.5 

101.9 

107.7 

98.7 

97.4 

July . 

102.9 

100.0 

106.6 

102.5 

101.9 

108.8 

98.7 

97.4 

Au« . 

102.9 

99.1 

106.7 

102.7 

101.9 

112.2 

99.0 

97.1 

Sept . 

103.0 

99.6 

102.7 

102.1 

111.3 

99.2 

97.2 

Oct . 

103.1 

99.4 

102.8 

102.0 

113.3 

99.4 

97.6 

Nov . 

103.6 

100.3 

103.2 

101.9 

113.6 

100.3 

97.6 

Dec_ . 

104.1 

103.0 

109.4 

103.2 

102.0 

114.6 

100.6 

97.6 

1966:  Jan . 

1016 

104.5 

110.3 

103.5 

101.9 

116.0 

100.5 

97.6 

Feb . 

105.4 

107.4 

111.8 

103.8 

102.0 

117.8 

100.3 

97.6 

Mar . 

105.4 

106.8 

111.5 

104.0 

102.1 

118.7 

99.9 

97.6 

Apr . 

105.5 

106.4 

110.6 

104.3 

102.2 

120.6 

100.0 

97.6 

May . . . 

105.6 

104.5 

110.5 

104.7 

102.2 

122.8 

100.4 

97.7 

June . 

106.7 

104.2 

110.6 

104.9 

102.2 

122.9 

101.6 

97.6 

July . 

106.4 

107.8 

111.7 

105.2 

102.4 

122.7 

101.4 

97.9 

Aug . 

106.8 

108.1 

113.8 

105.2 

102.4 

121.2 

102.0 

97.9 

Sept . 

106.8 

108.7 

113.8 

105.2 

102.2 

119.9 

102.2 

98.0 

Oct . 

106.2 

104.4 

112.4 

106.3 

102.2 

118.7 

102.6 

97.9 

Nov . 

ia5.9 

102.6 

110.7 

106.6 

102.1 

117.6 

102. 

98.0 

Dec* . 

105.9 

101.8 

110.6 

106.5 

101.9 

117.6 

102.1 

98.2 

See  footnotes  at  end  of  table. 
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Table  B-44. — Wholesale  price  indexes,  by  major  commodity  groups,  1929-66 — Continued 

(1987-59=- 100] 


All  commodities  other  than  farm  products  and  foods  (industrials)— Qmfinued 


Rubl)er  Lumber 
and  and 

rubber  wood 

prod-  prod¬ 
ucts  ucts 


Metals  Machin- 
and  ery  and 


Fumi- 

uonhi.,  ture  Tobacco 

products  Mlscel- 
other  ‘.***‘®,  and  laneous 
house-  bottled  prod- 

P'f;  hold  bever-  ucts 

dura-  ages 

bles 


Table  B-45. — Wholesale  price  indexes,  by  stage  of  processing,  1947-€6 
(1957-99=°  100] 


Year  or 
month 

AU 

com¬ 

modi¬ 

ties 

Crude  materiab 

In  term 

Total 

ediate  materials,  supplies,  and  compoi 

Materials  and  components  for 
manufacturing 

ients> 

Ma¬ 

terials 

and 

com¬ 

po¬ 

nents 

for 

con¬ 

struc¬ 

tion 

Total 

Food¬ 

stuffs 

and 

fe^- 

stuffs 

Non¬ 

food 

ma¬ 

terials, 

except 

fuel 

Fuel 

Total 

Ma¬ 

terials 

for 

food 

manu¬ 

factur¬ 

ing 

Ma¬ 

terials 

for 

non¬ 

du¬ 

rable 

manu¬ 

factur¬ 

ing 

Ma¬ 

terials 

for 

du¬ 

rable 

manu¬ 

factur¬ 

ing 

Com¬ 

po¬ 

nents 

for 

manu¬ 

factur¬ 

ing 

1947 . 

81.2 

100.8 

113.0 

86.5 

73.6 

76.5 

75.5 

102.6 

94.0 

58.8 

63.0 

69.6 

1948 . 

87.9 

110.5 

122.2 

96.2 

87.0 

82.7 

81.5 

105.8 

99.5 

66.4 

68.0 

77.0 

1949 . 

83.5 

95.6 

101.5 

87.5 

86.5 

79.4 

78.0 

91.0 

90.7 

68.2 

69.3 

77.2 

1950 . 

86.8 

104.2 

108.9 

100.0 

86.1 

83.0 

81.8 

94.7 

95.2 

72.1 

71.9 

81.2 

1951 . 

96.7 

119.6 

126.0 

115.3 

87.7 

93.0 

92.7 

105.5 

110.3 

80.1 

81.6 

88.8 

1952 . 

94.0 

109.9 

118.6 

99.9 

88.3 

90.3 

88.8 

101.4 

99.3 

80.3 

81.8 

88.2 

1953 . 

92.7 

101.5 

106.2 

95.6 

91.4 

90.8 

90.2 

101.6 

98.5 

83.9 

83.3 

89.7 

1954 . 

92.9 

100.6 

106.2 

93.8 

87.3 

91.3 

90.4 

100.7 

96.9 

85.7 

83.7 

90.1 

1959 . 

93.2 

96.7 

96.2 

99.1 

87.1 

93.0 

92.6 

97.5 

97.3 

90.0 

87.4 

93.7 

1956 . 

96.2 

97.2 

94.2 

102.8 

93.3 

97.1 

96.9 

97.9 

98.8 

95.7 

95.4 

98.5 

1957 . 

99.0 

99.4 

98.4 

101.4 

98.6 

99.4 

99.3 

99.7 

100.1 

98.8 

99.1 

99.1 

1958 . 

100.4 

101.6 

104.2 

97.6 

99.8 

99.6 

99.7 

102.0 

99.1 

99.5 

99.9 

99.1 

1959 . 

100.6 

99.0 

97.4 

101.0 

101.6 

101.0 

101.0 

98.3 

100.8 

101.8 

101.1 

101.8 

1960 . 

100.7 

96.6 

96.2 

96.8 

102.5 

101.0 

101.0 

99.5 

100.8 

101.9 

100.6 

101.1 

1961 . 

100.3 

96.1 

94.9 

97.9 

102.3 

100.3 

99.8 

102.6 

98.6 

100.5 

99.6 

99.7 

1962 . 

100.6 

97.1 

96.8 

97.4 

101.8 

100.2 

99.2 

■TiTim 

98.0 

100.4 

98.8 

99.3 

1963 . 

100.3 

95.0 

94.0 

96.2 

103.0 

100.5 

99.4 

troll 

97.1 

100.5 

98.8 

99.6 

1964 . 

100.5 

94.1 

91.9 

97.8 

102.5 

100.9 

100.4 

104.0 

97.8 

102.5 

99.7 

100.6 

1965  . 

102.5 

98.9 

98.3 

99.8 

103.3 

102.2 

102.0 

106.6 

98.7 

104.6 

101.3 

101.4 

1966* . 

105.8 

105.3 

107.2 

101.9 

106.3 

104.8 

104.0 

111.3 

99.5 

106.6 

104.8 

104.0 

1965:  Jan . 

101.0 

94.2 

91.8 

98.3 

103.5 

101.6 

101.5 

98.5 

103.7 

100.4 

100.9 

Feb . 

101.2 

95.5 

93.5 

98.7 

104.3 

101.6 

101.4 

96.5 

100.5 

100.9 

Mar . 

101.3 

95.8 

93.9 

99.0 

103.6 

101.6 

101.5 

'S  ■ 

98.5 

100.5 

100.9 

Apr . 

101.7 

96.9 

95.4 

99.7 

101.5 

101.8 

101.6 

'S  ■ 

98.6 

100.7 

101.0 

May . 

102.1 

98.3 

97.3 

100.2 

101.5 

101.9 

101.7 

: 

98  7 

101.2 

101.2 

June.... 

102.8 

100.6 

101.0 

99.8 

101.7 

102.2 

101.9 

jj  • 

98.7 

104.8 

101.4 

101.2 

July . 

102.9 

100.5 

100.9 

99.6 

101.9 

102.3 

102.0 

n  ’ 

98.7 

101.4 

101.3 

Aug . 

102.9 

100.8 

101.1 

100.0 

102.7 

102.4 

102.1 

: 

96.7 

101.6 

101.7 

Sept.... 

103.0 

100.0 

100.0 

99.9 

103.7 

102.5 

102.2 

s 

96.7 

BfiMBi 

101.6 

101.7 

Oct . 

103.1 

100.1 

100.1 

100.1 

104.3 

102.6 

102.4 

98.9 

101.9 

101.7 

Nov . 

103.5 

100.8 

100.7 

100.7 

104.8 

103.0 

102.5 

S  1 

98.8 

102.2 

101.8 

Dec . 

104.1 

103.2 

104.1 

101.3 

105.4 

103.0 

102.6 

108.8 

98.9 

105.2 

102.3 

101.9 

1966:  Jan . 

104.6 

105.2 

106.8 

102.2 

105.6 

103.4 

102.8 

109.7 

98.9 

102.5 

Feb  .... 

105.4 

107.5 

109.6 

103.8 

105.9 

103.8 

103.2 

111.1 

99.0 

102.9 

Mar.... 

105.4 

106.9 

108.3 

104.6 

105.2 

103.9 

103.4 

99.2 

106.1 

103.3 

Apr _ 

105.  5 

106.3 

107.5 

104.5 

104.3 

103.7 

■luSI 

99.4 

106.6 

104.1 

■SS 

May.... 

105.6 

105.7 

106.5 

104.5 

KCSEl 

104.8 

104.1 

109.8 

9-1.7 

■TOO 

104.8 

June.... 

105.7 

105.6 

106.0 

105. 1 

105.3 

104.9 

104.1 

110.0 

100.0 

106.7 

105.0 

1015 

July.... 

106.4 

kl07.8 

109.1 

105.7 

105.5 

105.4 

104.4 

111.9 

100.2 

106.6 

105.1 

104.5 

Aug . 

106.8 

107.4 

111.2 

100.2 

106.2 

105.8 

104.8 

114.8 

100.1 

106.9 

105.4 

101  f 

Sept.... 

loas 

106. 1 

109.9 

98.9 

107.0 

105.6 

104.6 

113.6 

99.8 

106.8 

105.5 

104  ( 

Oct . 

106.2 

103.6 

106.2 

98.2 

108. 1 

105.3 

104.3 

111.6 

99.5 

106.8 

105.9 

104.5 

Nov _ 

105.9 

101.1 

102.5 

97.6 

108.9 

105.3 

104.4 

111.2 

99.2 

107.0 

106.6 

104.: 

Dec  » _ 

105.9 

100.8 

102.2 

97.4 

109.1 

105.4 

104.5 

110.9 

99.2 

107.1 

107.0 

1012 

See  footnotes  at  end  of  table. 
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Table  B-45. —  Wholesale  price  indexes,  by  stage  of  processing,  1947-66 — Continued 
[1957-59-100) 


Finished  goods 


Special  groups  of  industrial 
products 


Year  or  month 

Total 

Con 

Total 

sumer  fu 

Foods 

aished  gr 

Other 

non¬ 

durable 

goods 

K>ds 

Du¬ 

rable 

goods 

Pro¬ 

ducer 

finished 

goods 

Crude 
mate¬ 
rials  * 

Inter¬ 
mediate 
materials, 
supplies, 
and  com¬ 
ponents  * 

Con¬ 
sumer 
finished 
goods  ex¬ 
cluding 
foods 

1947 . - . 

80.1 

86.1 

90.7 

86.5 

75.9 

61.8 

79.2 

73.4 

83.1 

1948 . 

86.4 

92.6 

99.0 

92.0 

81.1 

67.4 

92.5 

79.8 

88.4 

1949 . 

84.0 

88.3 

91.0 

88.2 

83.2 

70.7 

84.0 

77.8 

86.5 

1950 . 

85.5 

89.8 

92.8 

89.6 

84.1 

72.4 

93.6 

81.4 

87.8 

1951 . 

93.6 

98.2 

104.2 

96.5 

89.7 

79.5 

102.9 

91.2 

94.2 

1952 . 

93.0 

97.0 

103.3 

94.1 

90.4 

80.8 

93.1 

88.3 

92.9 

1953 . 

92.1 

95.4 

97.9 

95.0 

91.1 

82.1 

92.4 

89.4 

93.7 

1954 . 

92.3 

95.3 

97.1 

95.3 

91.8 

83.1 

88.0 

89.8 

94.1 

1955 . 

92.5 

94.7 

94.7 

95.8 

92.8 

85.6 

96.6 

92.5 

94.8 

1956 . 

95.1 

96.1 

94.5 

97.7 

95.9 

92.0 

102.3 

97.0 

97.1 

1957 . 

98.6 

98.9 

97.8 

99.9 

98.7 

97.7 

100.9 

99.6 

99.5 

1958 . 

100.8 

101.0 

103.5 

99.3 

100.1 

100.2 

96.9 

99.4 

99.6 

1959 . 

100.6 

100.1 

98.7 

100.8 

101.3 

102.1 

102.3 

101.0 

100.9 

1960 . 

101.4 

101.1 

100.8 

101.5 

100.9 

102.3 

98.3 

101.4 

101.3 

1961 . 

101.4 

100.9 

100.4 

101.5 

100.5 

102.5 

97.2 

100.1 

101.2 

1962 . 

101.7 

101.2 

101.3 

101.6 

100.0 

102.9 

95.6 

99.9 

101.0 

1963 . 

101.4 

100.7 

100.1 

101.9 

99.5 

103.1 

94.3 

99.6 

101.0 

1964 . 

101.8 

100.9 

100.6 

101.6 

99.9 

104.1 

97.1 

100.2 

100.9 

1965 . 

103.6 

102.8 

104.5 

102.8 

99.6 

105.4 

100.9 

101.5 

101.7 

1966  » . 

106.9 

106.4 

111.2 

104.8 

100.2 

108.0 

104.5 

103.6 

103.2 

1965:  Jan . 

102.3 

101.2 

100.8 

102.3 

99.8 

104.9 

99.0 

100.8 

101.4 

Feb . 

102.3 

101.2 

100.9 

102.2 

99.7 

105.0 

99.4 

100.8 

101.3 

Mar . 

102.4 

101.4 

101.3 

102.2 

99.7 

105.1 

99.7 

100.9 

101.3 

Apr . 

102.8 

101.9 

102.6 

102.2 

99.7 

105.3 

100.1 

101.1 

101.3 

May _ _ 

103.2 

102.3 

103.5 

102.5 

99.6 

105.3 

101.0 

101.4 

101.5 

June . 

103.9 

103.2 

105.6 

102.6 

99.7 

105.4 

100.5 

101.5 

101.6 

July . 

104.0 

103.4 

106.0 

102.7 

99.6 

105.4 

100.4 

101.5 

101.6 

Aug . 

103.8 

103.1 

105.3 

ICQ.  8 

99.5 

105.5 

101.7 

101.7 

101.6 

Sept . 

104.1 

103.5 

106.1 

103.0 

99.5 

105.5 

101.3 

101.8 

101.8 

Oct . 

104.3 

103.7 

106.3 

103.3 

99.5 

105.6 

102.0 

101.9 

102.0 

Nov . 

104.7 

104.2 

107.2 

103.6 

99.6 

105.9 

102.7 

102.1 

102.2 

Dec . 

105.3 

104.9 

108.9 

103.7 

99.6 

106.0 

102.6 

102.2 

102.3 

1966;  Jan . 

105.6 

105.2 

109.5 

103.9 

99.7 

106.2 

104.0 

102.4 

102.4 

Feb . 

106.3 

106.0 

111.5 

104.0 

99.7 

106.6 

105.7 

102.6 

102.4 

Mar . 

106.4 

106.1 

111.5 

104.1 

99.7 

106.8 

106.6 

102.9 

102.5 

Apr . 

106.3 

105.9 

110.7 

104.3 

99.8 

107.0 

106.1 

103.4 

102.8 

\fay . 

106.2 

105.6 

109.6 

104.5 

100.2 

107.6 

105.9 

103.8 

103.0 

June . 

106.4 

105.7 

109.5 

104.9 

100.1 

107.9 

106.5 

103.9 

103.2 

July . 

107.0 

106.4 

111.2 

105.0 

100.2 

108.1 

106.4 

104.0 

103.3 

Aug . 

107.5 

107.1 

112.8 

105.2 

100.1 

108.3 

103.3 

104.2 

103.4 

Sept . 

108. 1 

107.8 

114.5 

105.4 

100.0 

108.4 

102.8 

104.1 

103.5 

Oct . 

107.8 

107.2 

112.2 

105.5 

100.9 

109.1 

102.8 

104.1 

103.9 

Nov . 

107.8 

107.0 

111.3 

105.7 

101.2 

109.8 

102.7 

104.1 

104.1 

Dec  » . 

107.6 

106,6 

110.5 

105.5 

101.3 

110.0 

101.7 

104.1 

104.0 

'  Includes,  in  addition  to  subgroups  shown,  processed  fuels  and  lubricants,  containers,  and  supplies. 

*  Excludes  crude  foodstuils  and  feedstuffs,  plant  and  a.iimal  fibers,  oilseeds,  and  leaf  tobacco. 

>  Excludes  intermediate  materials  for  food  manufactoring  and  manufactured  animal  feeds. 

Note. — For  a  listing  of  the  commodities  Included  in  each  seettT,  see  Table  2B,  WhoUtale  Prices  and  Price 
Indeus,  im  (BLS  PuUeiin  tStS). 

Source:  Department  of  Labor,  Bureau  of  Labor  Statistics. 


267 


MONEY  SUPPLY,  CREDIT,  AND  FINANCE 


Table  B-46. — Money  supply,  1947-66 
[Averages  of  daily  figures,  billions  of  dollars] 


Total 

money 

supply 

and 

time 

depos¬ 

its 

ad¬ 

justed 

Money  supply 

Time 
de¬ 
posits 
ad¬ 
just¬ 
ed  • 

Total 

money 

Money  supply 

Time 

de¬ 

posits 

ad¬ 

just¬ 

ed* 

U.S. 

Gov- 

Year  and  month 

Total 

Cur¬ 

rency 

com¬ 

po¬ 

nent! 

De¬ 
mand 
deposit 
com¬ 
ponent  > 

supply 

and 

time 

depos¬ 

its 

ad¬ 

justed 

Total 

Cur¬ 

rency 

com¬ 

po¬ 

nent! 

De¬ 
mand 
deposit 
com¬ 
ponent  ‘ 

em- 

ment 

de¬ 

mand 

de¬ 

pos¬ 

its* 

Seasonally  adjusted 

Unadjusted 

1947;  Dec . 

148.5 

113.1 

26.4 

86.7 

35.4 

151.0 

115.0 

26.8 

80.1 

35.1 

1.0 

1948:  Dec . 

147.5 

111.5 

25.8 

85.8 

150.0 

114.3 

26.2 

88.1 

35.7 

1.8 

1949;  Dec . 

147.6 

111.2 

25.1 

86.0 

113.9 

25.5 

88.4 

36.1 

2.8 

1950:  Dec . 

152.9 

116.2 

25.0 

91.2 

155.6 

110.2 

25.4 

93.8 

36.4 

2.4 

1951:  Dec . 

160.9 

26.1 

96.5 

163.8 

125.8 

26.6 

99.2 

38.0 

2.7 

1952:  Dec . 

168.5 

27.3 

■lOAl 

41.1 

171.7 

■EOJ 

27.8 

103.0 

40.9 

4.9 

1953:  Dec . 

173.3 

27.7 

101.1 

44.5 

176.3 

132.1 

28.2 

103.9 

44.2 

3.8 

1954:  Dec . 

180.6 

27.4 

104.9 

48.3 

183.6 

135.6 

27.9 

107.7 

48.0 

1955:  Dec . 

185.2 

27.8 

50.0 

188.2 

138.6 

28.4 

110.2 

49.6 

BV) 

1956:  Dec . 

188.8 

28.2 

51.9 

191.7 

140.3 

28.8 

111.5 

51.4 

Bn 

1957:  Dec . 

193.3 

28.3 

107.6 

57.4 

196.0 

139.3 

28.9 

110.4 

56.7 

1958:  Dec . 

206.5 

141.1 

28.6 

112.6 

65.4 

209.3 

144.7 

29.2 

115.5 

64.6 

3.9 

1959:  Dec . 

209.3 

141.9 

28.9 

113.1 

67.4 

212.2 

145.6 

29.5 

116.1 

66.6 

4.9 

1960:  Dec . 

214.0 

141.1 

28.9 

112.1 

72.9 

216.8 

144.7 

29.6 

115.2 

72.1 

4.7 

1961:  Dec . 

228.2 

145.5 

29.6 

116.0 

82.7 

231.2 

140.4 

30.2 

119.2 

81.8 

4.9 

1962:  Dec . 

245.3 

147.5 

30.6 

116.9 

97.8 

248.3 

151.6 

31.2 

120.3 

96.7 

5.6 

1963:  Dec . 

265.3 

32.5 

112.2 

268.3 

157.3 

33.1 

124.1 

111.0 

5.1 

1964:  Dec . 

286.3 

■Qy 

34.2 

125.4 

126.6 

289.2 

164.0 

35.0 

129.1 

125.2 

5.5 

1965:  Dec . 

314.1 

■Trin 

36.3 

130.9 

146.9 

317.2 

172.0 

37.1 

134.0 

145.2 

4.6 

1966:  Dec  » . 

328.2 

38.2 

132.0 

158.0 

331.4 

175.1 

39.0 

136.1 

156.3 

1965*  Jan . 

288.4 

34.5 

125.3 

Wm 

292.7 

164.4 

34.4 

130.1 

128.3 

Feb . 

290.5 

34.6 

125.2 

290.3 

159.5 

34.2 

125.2 

130.8 

Mar . 

292.3 

34.7 

125.6 

kMiiI 

291.6 

158.9 

34.4 

124.6 

132.7 

Apr . 

May . 

294.3 

34.8 

126.2 

kkIkI 

295.5 

161.5 

34.5 

127.1 

134.0 

295.3 

34.9 

125.8 

292.9 

157.5 

34.6 

122.9 

135.4 

9.5 

June . 

297.9 

161.7 

35.0 

126.7 

296.1 

159.5 

34.9 

124.5 

136.6 

9.1 

July . 

300.3 

162.4 

35.3 

127.2 

137.9 

299.1 

35.4 

125.4 

138.3 

9.0 

Aug . 

303.0 

163.0 

35.5 

127.5 

140.0 

300.5 

35.5 

124.8 

140.2 

7.3 

Sept . 

305.7 

164.1 

35.7 

128.5 

[141.6 

304.5 

35.7 

127.5 

141.4 

5.5 

Oct . 

308.9 

165.2 

36.0 

129.3 

143.7 

300.2 

165.7 

36.0 

129.7 

143.5 

5.0 

Nov . 

311.1 

165.6 

36.1 

129.5 

145.5 

311.6 

167.3 

36.5 

130.8 

144.3 

4.1 

Dec . 

314.1 

167.2 

36.3 

146.9 

317.2 

172.0 

37.1 

134.9 

145.2 

4.6 

1966:  Jan . 

315.8 

168.0 

36.6 

131.4 

147.8 

320.3 

173.0 

36  5 

136.5 

147.3 

3.8 

Feb . 

316.7 

168.2 

36.8 

131.4 

148.5 

31&6 

167.8 

36.4 

131.4 

148.7 

5.2 

Mar . 

318.8 

169.3 

36.9 

132.3 

149.5 

318.0 

167.8 

36.6 

131.3 

150.2 

4.6 

Apr . 

May . 

322.3 

170.9 

37.2 

133.7 

151.4 

323.8 

171.6 

36.8 

134.8 

152.2 

3.1 

323.2 

170.2 

37.3 

132.9 

153.0 

320.8 

37.0 

129.9 

153.9 

7.2 

June . 

•324.8 

171.1 

37.4 

133.7 

‘153.7 

‘322.9 

37.3 

131.5 

‘154.1 

63 

July . 

324.9 

169.6 

37.7 

132.0 

155.3 

323.7 

37.8 

130.1 

155.8 

8.2 

Aug . 

326.2 

169.6 

37.8 

131.8 

156.6 

323.9 

bESEI 

37.9 

129.1 

157.0 

Sept . 

327.6 

170.5 

37.9 

132.6 

157.1 

326.4 

169.5 

37.9 

131.5 

156  9 

Oct . 

326.4 

166.6 

37.9 

131.7 

156.8 

326.7 

170.1 

38.0 

132.1 

156  6 

HP 

Nov. . 

326.1 

38.0 

131.1 

156.9 

326.6 

171.0 

38.5 

132.5 

155.6 

Dec  » . 

328.2 

38.2 

132.0 

158.0 

331.4 

175.1 

39.0 

136.1 

156.3 

ii 

>  Currency  outside  the  Treasury,  the  Federal  Reserve  System,  and  the  vaults  of  all  commercial  banks. 

>  Demand  deposits  at  all  commercial  banks,  other  than  those  due  to  domestic  commercial  banks  and  the 
U.S.  Government,  less  cash  items  in  process  of  collection  and  Federal  Reserve  float,  and  foreign  demand 
balances  at  Federal  Reserve  banks. 

*  Time  deposits  adjusted  are  time  deposits  at  all  commercial  banks  other  than  those  due  to  domestic 
commercial  banks  and  the  U.S.  Government. 

*  Deposits  at  all  commercial  banks. 

»  Effective  June  1966,  balances  accumulated  for  parent  of  personal  loans  were  reclassified  for  reserve 
purposes  and  are  excluded  from  time  deposits  reported  by  member  banks.  The  estimated  amount  of  such 
deposits  at  all  commercial  banks  ($1.1  billion)  is  excluded  from  time  deposits  adjusted  thereafter. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  January  1959  and  August  1959,  respectively. 

Source:  Board  of  Governors  of  tbe  Federal  Reserve  System. 
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Table  B-47. — Selected  liquid  assets  held  by  the  public,  1946-66^ 
[Billions  of  dollars,  seasonally  adjusted] 


End  of  year  or  month 

Total 

Demand 

deposits 

and 

currency  • 

Time  deposits 

Postal 

savings 

system 

Savings 

and 

loan 

shares 

U.S. 
Govern¬ 
ment 
savings 
bonds  • 

U.S. 

Govern¬ 

ment 

securities 

maturing 

within 

1  year  • 

Com¬ 

mercial 

banks’ 

Mutual 

savings 

banks 

1946 . 

239.1 

106.5 

33.9 

48.6 

19.4 

1947 . 

246.2 

112.4 

35.3 

50.9 

16.6 

1948 . 

254.1 

110.5 

35.9 

53.4 

21.6 

1949 . 

262.1 

110.4 

36.3 

■  i 

55.0 

25.5 

1950 . 

271.4 

115.5 

36.6 

20.1 

2.9 

55.8 

26.4 

1951 . 

281.0 

120.9 

38.2 

20.9 

55.4 

28.8 

1952 . 

296.0 

125.5 

41.2 

22.6 

55.7 

29.3 

1953 . 

311.5 

127.3 

44.6 

24.4 

22.8 

55.6 

34.4 

1954 . 

320.3 

130.2 

48.2 

26.3 

2.1 

27.2 

55.6 

30.6 

1955 . 

332.5 

133.3 

49.7 

28.1 

1.9 

32.0 

55.9 

31.6 

1956 . 

343.2 

134.6 

52.0 

30.0 

1.6 

37.0 

54.8 

33.2 

1957 . 

356.0 

133.5 

67.5 

31.6 

41.7 

51.6 

38.8 

1958 . 

373.1 

138.8 

65.4 

33.9 

47.7 

35.8 

1959 . 

393.9 

139.7 

67.4 

34.9 

■d 

54.3 

47.9 

48.8 

1960 . 

399.2 

138.4 

73.1 

36.2 

.8 

61.8 

47.0 

41.9 

1961 . 

424.6 

142.6 

82.5 

38.3 

.6 

47.4 

42.6 

1962 . 

459.0 

144.8 

98.1 

41.4 

.5 

79.8 

47.6 

46.8 

1963 . 

495.4 

149.6 

112.9 

44.5 

.5 

90.9 

49.0 

48.1 

1964 . 

530.5 

156.7 

127.1 

49.0 

.4 

101.4 

49.9 

46.1 

1965 . 

572.9 

164.0 

147.1 

62.6 

.3 

109.7 

50.5 

48.6 

1966  » . 

599.6 

168.5 

158.4 

54.8 

.1 

113.2 

50.9 

53.6 

1965:  Jan . 

534.9 

156.1 

130.6 

.4 

101.7 

46.8 

Feb . 

536.5 

164.8 

.4 

49.9 

47.3 

Mar . . 

542.9 

158.6 

.4 

49.9 

47.6 

Apr . 

May . 

543.4 

166.3 

134.1 

50.1 

.4 

103.9 

49.9 

48.6 

543.0 

165.4 

134.9 

60.4 

.4 

104.5 

49.9 

47.6 

June . 

550.2 

150.7 

136.3 

50.8 

.3 

IW.l 

50.0 

48.0 

July . 

650.9 

157.7 

138.3 

.4 

105.5 

50.1 

47.9 

Aug . 

555.7 

157.8 

139.8 

.3 

106.5 

50.1 

49.8 

Sept . 

560.7 

160.6 

141.6 

.3 

107.8 

50.1 

48.7 

Oct . 

665.1 

161.1 

144.0 

.3 

106.4 

50.1 

49.1 

Nov . 

568.3 

160.4 

146.5 

.3 

109.3 

50.1 

49.4 

Dec . 

572.9 

164.0 

147.1 

.3 

109.7 

50.5 

1966:  Jan . . 

678.5 

164.8 

149.2 

52.8 

.3 

109.8 

50.5 

51.2 

Feb . 

577.5 

162.7 

149.4 

53.0 

.3 

110.6 

50.3 

51.0 

Mar. . 

585.6 

167.0 

151.1 

53.1 

.3 

111.4 

50.3 

52.1 

Apr . 

May . 

587.0 

166.4 

152.5 

53.1 

.3 

111.0 

50.4 

53.3 

585.7 

163.7 

153.6 

53.3 

.3 

111.2 

50.4 

53.3 

June . 

•589.1 

166.5 

>153.9 

53.4 

.2 

111.4 

50.4 

53.4 

July . 

,588.4 

164.3 

156.1 

53.7 

.2 

110.7 

.50.6 

52.7 

Aug . 

592.8 

167.0 

156.6 

53.9 

.2 

111.3 

50.6 

53.3 

Sept . 

594.2 

166.1 

156.7 

54.2 

.2 

112.2 

50.5 

54.4 

Oct  » . 

596.0 

166.0 

156.6 

54.6 

.2 

112.1 

50.6 

56.0 

Nov  » . . 

600.2 

167.8 

158.2 

54.8 

.1 

112.8 

50.6 

55.8 

Dec  » . 

599.6 

168.5 

158.4 

54.8 

.1 

113.2 

50.9 

53.6 

<  Excludes  holdings  of  the  U.S.  Qovemment,  Oovemnient  agencies  and  trust  funds,  domestic  commercial 
banks,  and  Federal  Reserve  banks.  Adjusted  wherever  possible  to  avoid  double  counting. 

>  Agrees  in  concept  with  the  money  supply,  Table  B-46,  except  for  deduction  of  demand  deposits  held 
by  mutual  savings  banks  and  savings  and  loan  associations.  Data  are  for  last  Wednesday  of  month. 

*  Time  deposits  at  all  commercial  banks  other  than  those  due  to  domestic  commercial  banks  and  the 
U.S.  Government  (same  concept  as  in  Table  B-46).  Data  are  for  last  Wednesday  of  month,  except  that 
June  30  and  December  31  call  data  are  used  where  available. 

*  Excludes  holdings  of  Qovemment  agencies  and  trust  funds,  domestic  commercial  and  mutual  savings 
bank^  Federal  Reserve  banks,  and  beginning  February  1960,  savings  and  loan  associations. 

'  Effective  June  1966,  balances  accumulated  for  the  payment  of  personal  loans  (about  $1.1  billion)  are 
excluded  from  time  deposits  at  all  commercial  banks  and  from  total  liquid  assets. 

Note.— Series  for  all  commercial  banks  include  data  for  Alaska  and  Hawaii  beginning  January  1959  and 
August  1959,  respectively,  except  that  one  national  bank  in  Alaska  and  one  national  bank  in  Hawaii  were 
included  in  April  1954  ana  April  1959,  respectively. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-48. — Financial  saving  by  individuals,  1939-66  * 
(Billions  of  dollars] 


Year  or  quarter 

Total 

Cur¬ 

rency 

and 

bank 

de¬ 

posits 

Sav¬ 

ings 

shares 

(>) 

Securities 

Pri¬ 

vate 

insur¬ 

ance 

and 

pen¬ 

sion 

re¬ 

serves 

Non- 

in¬ 

sured 

pen¬ 

sion 

funds 

Gov¬ 

ern¬ 

ment 

insur¬ 

ance 

and 

pen¬ 

sion 

re¬ 

serves* 

Less:  Increase  in 
debt 

Total 

U.S. 

sav¬ 

ings 

bands 

Other 

gov¬ 

ern- 

uient^ 

Cor¬ 

porate 

and 

other 

Mort¬ 

gage 

debt* 

Con- 

sunier 

debt* 

Secu¬ 

rities 

loans’ 

1939 . 

B 

3.0 

0.1 

Bi 

IS 

-a9 

-a6 

1.5 

ai 

■1 

0.6 

H 

-a2 

1940 . 

2.9 

.3 

-.4 

.9 

-.8 

-.4 

1.6 

.1 

.3 

.9 

1.0 

-.2 

1941 . 

MM 

4.8 

.4 

2.6 

2.8 

.4 

-.6 

1.9 

.1 

.3 

.8 

.7 

-.1 

1942 . 

27.1 

.3 

■ntii 

2.3 

t 

2.2 

.1 

.7 

.1 

-3.0 

.3 

1943 . 

35.9 

16.2 

.6 

14.1 

11.1 

3.3 

-.3 

2.6 

.2 

1.3 

-.4 

-1.0 

.6 

1944 . 

38.4 

17.6 

.9 

15.7 

11.8 

4.8 

-.7 

2.9 

2.3 

-.1 

.1 

1.4 

1945 . 

35.0 

19.0 

1.1 

9.9 

6.9 

4.2 

-1.2 

3.2 

.9 

3.1 

.2 

.  .6 

1.5 

1946 . 

13.2 

ia6 

1.2 

-1.4 

1.0 

-2.6 

.2 

3.1 

.3 

2.5 

3.1 

2.3 

-2.3 

1947 . 

5.0 

2.0 

1.3 

2.2 

2.0 

-.2 

.4 

3.5 

.3 

1.7 

3.9 

2.8 

-.8 

1948 . 

.5 

-1.8 

1.3 

3.0 

1.6 

.6 

.9 

3.3 

.4 

2.0 

4.7 

2.4 

.4 

1949 . 

1.6 

-1.4 

1.6 

2.3 

1.5 

.1 

.7 

3.6 

.6 

1.8 

3.9 

2.6 

.3 

1950 . 

-.3 

3.5 

1.7 

.9 

.3 

-.1 

.7 

3.7 

.9 

-.6 

8.6 

3.7 

.2 

1951 . 

8.1 

5.9 

2.3 

.7 

-.5 

-.5 

1.6 

3.8 

1.5 

1.7 

7.0 

1.0 

-.3 

1952 . 

ia4 

7.0 

3.3 

3.4 

.1 

1.2 

2.1 

4.4 

1.7 

1.9 

6.1 

4.4 

.6 

1953 . 

9.0 

4.7 

4.0 

3.4 

.2 

2.0 

1.2 

4.5 

2.0 

1.7 

7.2 

3.7 

.4 

1954 . 

8.5 

5.4 

4.7 

.2 

.6 

-1.1 

.6 

4.7 

2.2 

1.7 

8.3 

1.0 

.9 

1955 . 

5.2 

3.4 

5.2 

6.2 

.3 

3.7 

2.3 

6.0 

'  2.3 

l.S 

12.0 

6.2 

.6 

1956 . 

12.2 

4.8 

5.3 

6.2 

-.1 

3.2 

2.0 

6.0 

2.3 

10.6 

3.3 

-.8 

1957 . 

15.0 

4.8 

5.2 

5.3 

-1.9 

4.4 

2.7 

4.6 

!  3.1 

2.6 

8.1 

2.5 

-.1 

1958 . 

19.7 

ia2 

6.4 

1.1 

-.5 

-1.1 

2.6 

4.8 

3.2 

2.9 

8.2 

.2 

.4 

1959 . 

14.0 

4.1 

7.2 

-1.8 

11.0 

1.0 

4.9 

3.6 

3.0 

12.6 

6.1 

.2 

1960 . 

6.3 

2.4 

8.2 

-1.0 

-.2 

-.9 

.1 

4.8 

4.0 

3.2 

4.2 

.3 

1961 . 

18.9 

9.5 

9.2 

1.1 

.8 

-.6 

1.0 

5.2 

4.1 

3.2 

1.6 

^■Wil 

1962 . 

22.1 

17.7 

9.0 

-.4 

.4 

.7 

-1.6 

5.7 

4.2 

3.7 

12.6 

6.0 

1.1 

1963 . 

24.6 

18.4 

11.7 

1.6 

1.2 

2^ 

-2.1 

6.2 

4.5 

4.0 

14.6 

6.3 

.9 

1964 . 

31.  S 

19.4 

11.3 

7.0 

.9 

6.7 

.4 

6.7 

4.9 

4.8 

15.6 

6.6 

.1 

1965 . 

33.1 

25.4 

9.3 

4.9 

.0 

4.2 

.1 

7.4 

5.6 

6.0 

15.4 

9.0 

• 

1966  » . 

27.8 

4.3 

14.9 

.6 

12.6 

1.7 

6.5 

6.6 

4.9 

13.1 

6.9 

-1.6 

1964:  I . 

6.8 

1.8 

2.5 

1.8 

.2 

1.7 

-.1 

1.5 

1.1 

.9 

4.1 

-.7 

-.6 

II . 

6.C 

3.8 

3.3 

1.9 

.2 

1.6 

.3 

1.6 

1.3 

1.2 

3.8 

2.6 

.6 

Ill . 

8.3 

5.7 

2.1 

2.0 

.2 

1.9 

-.1 

1.7 

1.1 

1.3 

3.6 

1.6 

.3 

IV . 

la? 

8.1 

3.6 

1.2 

.3 

.7 

.3 

2.0 

1.4 

1.3 

4.1 

3.0 

-.3 

1965:  I . 

6.1 

1.9 

2.1 

1.3 

.2 

.9 

.2 

1.7 

1.4 

1.1 

3.7 

-.3 

-.1 

II . 

6.C 

5.( 

2.6 

1.9 

.1 

1.2 

.« 

1.5 

1.3 

1.3 

3.3 

3.5 

.7 

Ill . 

Uiljl 

8.( 

1.4 

l.C 

.] 

1.1 

-.2 

1.9 

1.3 

1.3 

4.C 

2.4 

IV . 

3.3 

.6 

.2 

.9 

-.6 

2.2 

1.7 

1.3 

4.4 

3.4 

1.5 

1966:  I . 

5.6 

-1.4 

1.4 

4.9 

.1 

4.2 

.6 

1.8 

1.2 

1.1 

4.6 

-.4 

-.4 

II . 

5.1 

2.4 

l.( 

3.1 

.2 

2.2 

1.4 

i.t 

1.3 

1.2 

3.( 

2.« 

.3 

III . 

9.t 

4.2 

-.f 

4.( 

.1 

3.f 

.£ 

1.6 

1.3 

1.3 

2  1 

i.e 

BID 

IV  » . 

7.6 

4.7 

2.5 

1.7 

.2 

2.4 

-.9 

1.8 

1.8 

1.3 

3.5 

3.2 

-.5 

1  Individuals’  saving,  in  addition  to  personal  holdings,  covers  saving  of  unincorporated  business,  trust 
funds,  and  nonprofit  institutions  in  the  forms  specified. 

>  Includes  shares  in  savings  and  loan  associations  and  shares  and  deposits  in  credit  unions. 

*  “Other  government’’  includes  U.S.  Oovemment  issues  (except  savings  bonds).  State  and  local  govern¬ 
ment  securities,  and  nonguaranteed  Federal  agency  issues. 

4  Includes  dvil  service,  railroad  retirement,  and  State  and  local  retirement  systems. 

'Mortgage  debt  to  institutions  on  one-  to  four-family  nonfarm  dwellings. 

•  Consumer  debt  owed  to  corporations,  largely  attributable  to  purchase  of  automobiles  and  other  dura¬ 
ble  consumer  goods,  although  including  some  debt  arising  from  purchases  of  consumption  goods.  Policy 
loans  on  Oovemment  and  private  life  insurance  have  been  deducted  from  those  items  of  saving. 

'  Change  in  bank  loans  to  brokers,  dealers,  and  others  for  the  purpose  of  purchasing  or  carrying  securities. 

Note.— In  addition  to  the  concept  of  saving  shown  above,  there  are  other  concepts  of  individuals’  saving, 
with  varying  degrees  of  coverage,  currently  in  use.  The  personal  saving  estimates  of  the  Department  of 
Commerce  are  derived  as  the  difference  between  personal  income  (after  taxes)  and  personal  outlays.  For 
a  reconciliation  of  the  two  series,  see  Securities  and  Exchange  Commission  Statittieal  Bulletin,  July  1986, 
and  Survey  of  Current  Bueinett,  July  1966. 

The  fiow-of-funds  system  of  accounts  of  the  Board  of  Governors  of  the  Federal  Reserve  System  includes 
estimates  of  gross  saving  and  net  financial  investment  of  households. 

Data  for  Alaska  and  Hawaii  included  for  all  periods. 

Source:  Securities  and  Exchange  Commission. 
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Table  B-49. — Bank  loans  and  investments,  1929-66 
_ [BlUlona  ot  doUara] _ 


End  of  year  or  month  > 

All  commercial  banks 

W^ayre- 

poftiug  mam* 
ber  backs 

Totol 

loans 

and 

invest¬ 

ments* 

Loans  * 

Investments 

U.S.  Gov¬ 
ernment 
securities 

Other 

securities 

Business 

loans* 

ig29 « . 

49.4 

35.7 

8.7 

1930  *  . 

48.9 

315 

5.0 

9.4 

1931  * . 

44.9 

29.2 

6.0 

9.7 

1932  < . 

36.1 

21.8 

6.2 

8.1 

1933* . 

30.4 

16.3 

7.5 

6.5 

1934 « . 

82.7 

15.7 

10.3 

6.7 

1935 . 

36.1 

15.2 

13.8 

7.1 

1936 . 

39.6 

16.4 

15.3 

7.9 

1937 . 

38.4 

17.2 

14.2 

7.0 

5.1 

1938 . 

38.7 

16.4 

15.1 

7.2 

4.2 

1939 . 

40.7 

17.2 

16.3 

7.1 

A7 

1940 . 

43.9 

18.8 

17.8 

7.4 

5.3 

50.7 

21.7 

21.8 

7.2 

7.1 

1942 . 

67.4 

19.2 

41.4 

6.8 

6.3 

1943 . 

85.1 

19.1 

59.8 

6.1 

6.4 

1944 . 

105.5 

21.6 

77.6 

6.3 

6.5 

1945 . 

124.0 

26.1 

90.6 

7.8 

7.8 

1946 . 

114.0 

31.1 

74.8 

8.1 

11.3 

1947 . 

116.3 

38.1 

69.2 

0.0 

14.7 

1948 . 

114.2 

42.4 

62.6 

9.2 

15.6 

Seasonally  adjusted 

1948 . 

41.5 

62.3 

9.2 

15.6 

1949 . 

42.0 

66.4 

10.3 

13.9 

1950 . 

51.1 

61.1 

12.4 

17.0 

1951 . 

56.5 

60.4 

13.4 

21.6 

1952 . 

6Z8 

62.2 

14.2 

23.4 

1953 . 

66.2 

62.2 

14.7 

23.4 

1954 . 

69.1 

67.6 

16.4 

22.4 

1955 . 

157.6 

80.6 

60.3 

16.8 

26.7 

1956 . 

161.6 

88.1 

57.2 

16.3 

30.8 

1957 . 

166.4 

91.5 

56.0 

17.9 

31.8 

1958 . 

181.2 

95.6 

65.1 

20.5 

31.7 

1959 . 

185.9 

107.5 

57.9 

20.5 

30.7 

1960 . 

1915 

113.8 

50.8 

20.8 

32.2 

1961 . 

209.6 

120.5 

65.2 

23.9 

32.0 

1962  • . 

227.9 

134.1 

64.5 

29.2 

35.2 

1963  ‘ . 

246.2 

149.7 

61.5 

35.0 

38.8 

1964 . 

267.2 

167.4 

61.1 

38.7 

42.1 

1965 . 

294.4 

192.0 

57.7 

44.8 

50.6 

1966 » . 

310.7 

208.2 

54.3 

48.3 

60.6 

1665;  Jan . 

269.6 

170.2 

60.0 

39.5 

41.8 

Feb . 

272.1 

172.8 

59.4 

40.0 

43.0 

Mar . 

275.8 

175.4 

50.9 

40.5 

44.6 

Apr . 

277.0 

177.1 

58.7 

41.2 

44.6 

May . 

279.4 

179.4 

58.7 

41.3 

45.2 

June . 

281.7 

181.4 

58.2 

42.1 

46.8 

July_ . 

283.2 

182.9 

57.0 

42.4 

46.3 

Aug  . 

286.1 

185.2 

57.7 

43.1 

46.9 

Sept . 

286.2 

186.2 

56.5 

43.4 

48.1 

Oct_ . 

289.9 

18&6 

57.4 

43.9 

48.2 

Nov_ . 

291.5 

189.8 

57.5 

44.2 

40.0 

Dec  . 

294.4 

192.0 

57.7 

44.8 

50.6 

1966:  Jan . 

297.4 

194.5 

58.0 

44.9 

50.3 

Feb . 

297.5 

196.2 

55.9 

45.4 

51.1 

Mar . 

300.3 

198.6 

56.0 

45.7 

52.6 

Apr . 

302.9 

200.8 

55.9 

46.2 

52.5 

May . 

304.9 

202.3 

55.1 

47.4 

53.5 

June . 

•307.7 

•204.0 

55.1 

•  48.6 

55.8 

New  series  * 

July . 

309.2 

206.4 

54.4 

48.5 

58.7 

Aug . 

310.8 

206.6 

56.1 

48.1 

58.3 

Sept . 

308.7 

206.1 

54.3 

48.3 

59.4 

Oct  » . 

308.1 

207.3 

52.4 

48.4 

59.5 

Nov  r _ _ 

306.4 

207.3 

52.9 

48.3 

59.9 

Dec  * . 

310.7 

208.2 

54.3 

48.3 

6a6 

1  Data  are  for  last  Wednesday  of  month  (except  J une  30  and  December  31  call  dates  used  for  all  commercial 
banks). 

>  Adjusted  to  exclude  interbank  loans  beginning  1948. 

>  Commercial  and  industrial  loans  and  prior  to  1936,  agricultural  loans.  Beginning  July  1959,  loans  to 
financial  institutions  excluded.  Prior  to  1913,  published  data  adjusted  to  include  open  market  paper. 

4  June  data  used  because  complete  end-of-year  data  not  available. 

•  Commercial  bank  data  are  estimates  for  December  31. 

'  Effective  June  1966,  balances  accumulated  for  payment  of  personal  loans  (about  $1.1  billicm)  are  excluded 
from  loans  at  all  commercial  banks,  and  certain  certificates  of  CCC  and  Export-Import  Bank  totaling 
about  $1  billion  are  included  in  other  securities  rather  than  in  loans. 

'  See  Federal  Reserve  BuRetin,  August  1966. 

Note. — National  bank  data  fw  Alaska  and  Hawaii  included  beginning  April  1954  and  April  1959,  re¬ 
spectively.  All  other  bank  data  for  Alaska  and  Hawsdi  Included  beginning  January  1959  and  August  1959, 
respectively. 

Source:  Board  of  Oovemors  of  the  Federal  Reserve  System. 
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Table  B-50. — Bond  yields  and  interest  rates,  1929-B6 
[Percent  per  annum] 


Year  or  month 

U.8. 

QOTernment  securities 

Corporate 

bonds 

(Moody’s) 

High- 
grade 
munic¬ 
ipal 
bonds 
(Stand¬ 
ard  & 
Poor’s) 

Average 
rate  on 
short¬ 
term 
bank 
loans 
to  busi¬ 
ness- 
selected 
cities 

Prime 

com¬ 

mer¬ 

cial 

paper, 

4-6 

months 

Fed¬ 

eral 

Ke- 

serve 

Bank 

dis¬ 

count 

rate 

3-month 
Treas¬ 
ury 
bills  I 

9-12 
month 
Issues  > 

3-5 
year 
issues  * 

Taxable 

bonds* 

Aaa 

Baa 

1929 . 

(’) 

4.73 

5.90 

4.27 

(•) 

5.85 

5.16 

19M . 

4.55 

5.90 

4.07 

(') 

3.59 

3.04 

1931 . 

i!402 

4.68 

7.62 

4.01 

2.64 

2. 11 

1932 . 

.879 

5.01 

9.30 

4.65 

2. 73 

2. 82 

1933 . 

.515 

2.66 

4.49 

7. 76 

4. 71 

(•) 

1.7.1 

2.56 

1934 . 

.256 

2.12 

4.00 

6. 32 

4.03 

(•) 

1.02 

1 

1935 . 

.137 

1.29 

3.60 

5.75 

3. 40 

(*) 

.75 

1936 . 

.143 

l.U 

3.24 

4. 77 

3. 07 

(1) 

.75 

1937 . 

.447 

1.40 

3.26 

5.03 

3. 10 

(•) 

.94 

■10 

1938 . 

.053 

.83 

3.19 

5.80 

2. 91 

(•) 

.81 

1939 . . . 

.023 

.59 

3.  01 

4.96 

2. 76 

2- 1 

.59 

1940 . 

.014 

.50 

2.84 

4.75 

2.50 

hh 

.56 

1941 . 

.103 

.73 

2.77 

4.33 

2.10 

.53 

■fe] 

1942 . 

.326 

1.46 

2. 46 

2.83 

4.28 

2. 36 

.66 

WHi*i 

1943 . 

.373 

0.75 

1.34 

2.47 

2.73 

3.91 

2.06 

.69 

1944 . 

.375 

.79 

1.33 

2. 48 

2.72 

3. 61 

1.86 

.73 

WM 

1945 . 

.375 

.81 

1.18 

2.37 

2.62 

3.29 

1.67 

HR 

.75 

M.OO 

1946 . 

.375 

.82 

1.16 

2.19 

2.53 

3.05 

1.64 

2.1 

.81 

M.OO 

1947 . 

.594 

.88 

1.32 

2.25 

2.61 

3.24 

2.01 

2.1 

1.03 

1.00 

1948 . 

1.040 

1.14 

1.62 

2.44 

2.82 

3.47 

2.40 

2.5 

1.44 

1.34 

1949 . 

1.102 

1.14 

1.43 

2.31 

2.66 

3.42 

2.21 

2.68 

1.49 

1.50 

1950 . 

1.218 

1.26 

1.60 

2.32 

2.62 

3.24 

1.98 

2.69 

1.45 

1.59 

1951 . 

1.552 

1.73 

1.93 

2.57 

2.86 

3.41 

2.00 

3.11 

2.16 

1.75 

1952 . 

1.766 

1.81 

2.13 

2.96 

3.52 

2.19 

3.49 

2.33 

1.75 

1953 . 

1.931 

2.07 

2.56 

3.20 

3. 74 

2.72 

3.69 

2.52 

1.99 

1954 . 

.953 

.92 

1.82 

2.90 

3. 51 

2.37 

3.61 

1.58 

1.60 

1955 . 

1.753 

1.89 

2.50 

HR 

3.06 

3.53 

2.53 

3.70 

2.18 

1.89 

1956 . 

2.658 

2.83 

3.12 

3.36 

3.88 

2.93 

4.20 

3.31 

2.77 

1957 . 

3.267 

3.53 

3.62 

3.47 

3.89 

4.71 

3.60 

4.62 

3.81 

3. 12 

1958 . 

1.839 

2.09 

2.90 

3.43 

3.79 

4.73 

3.56 

4.34 

2.46 

2. 16 

1959 . 

3.405 

4.11 

4.33 

4.06 

4.38 

5.05 

3.95 

>5.00 

3.97 

3.36 

1960 . 

2.928 

3.55 

3.99 

4.02 

4.41 

5. 19 

3.73 

5. 16 

3.85 

3.53 

1961 . 

2.378 

2.91 

3.60 

3.90 

4.35 

5.08 

3.46 

4.97 

2.97 

3.00 

1962 . 

2.778 

3.02 

3.67 

3.95 

4.33 

5.02 

3.18 

5.00 

3.26 

3.00 

1963 . 

3.157 

3.28 

3.72 

4.00 

irl 

4.86 

3.23 

5.01 

3.55 

3.23 

1964 . 

3.549 

3.76 

4.06 

4. 15 

4.83 

3.22 

4.99 

3.97 

3.55 

1965 . 

3.954 

4.09 

4.22 

4.21 

4.49 

4.87 

3.27 

5.06 

4.38 

4.04 

1966 . 

4.881 

5. 17 

6. 16 

4.65 

5. 13 

5.67 

3.82 

6.00 

5.55 

4.50 

3.529 

3.66 

4.06 

4. 15 

4.37 

4.83 

3.23 

3.97 

3.50 

Feb . 

3.532 

3.63 

4.02 

4. 14 

4.36 

4.83 

3. 17 

nmup 

3.88 

3.50 

Mar . 

3.553 

3.67 

4. 15 

4.18 

4.38 

4.83 

3.32 

3.50 

3.484 

3.63 

4. 18 

4.20 

4.40 

4.85 

3.29 

3. 91 

3.50 

3.482 

3.67 

4.07 

4. 16 

4.41 

4.85 

3.21 

3.80 

3.50 

June . 

3.478 

3.83 

4.03 

4. 13 

4.41 

4.85 

3.20 

4.99 

3.50 

3.479 

3.68 

3.99 

4. 13 

4. 40 

4.83 

3.18 

3.96 

3.50 

Aug . 

3.506 

3.73 

3.99 

4. 14 

4.41 

4.82 

3.20 

3.^ 

3.50 

Sept . 

3.527 

3.82 

4.03 

4. 16 

4.42 

4.82 

3.25 

4.98 

3.89 

3.50 

Oct . 

3.675 

3.83 

4.04 

4. 16 

4.42 

4. 81 

3.26 

3.50 

3.624 

3.88 

4.04 

4. 12 

4. 43 

4. 81 

3. 18 

3.62 

Dec . 

3.856 

3.96 

4.07 

4. 14 

4.44 

4. 81 

3. 15 

5.00 

4. 17 

4.06 

See  footnotes  at  end  of  table. 
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Table  B-50. — Bond  yields  and  interest  rates,  1929-66 — Continued 
[Percent  per  annum] 


Year  or  month 


1065;  Jan... 
Feb.. 
Mar.. 
Apr.. 
May. 
June. 

July.. 

Aug.. 

Sept.. 

Oct... 

Nov.. 

Dec.. 

1966;  Jan... 
Feb.. 
Mar.. 
Apr.. 
May. 
June- 


July. 

Aug. 

Sept. 

Oct.. 

Nov. 

Dec. 


U.S.  Government  securities 

C(»porate 

bonds 

(Moody’s) 

High- 
grade 
munic¬ 
ipal 
bonds 
(Stand¬ 
ard  & 
Poor’s) 

Av«age 
rate  on 
short¬ 
term 
bank 
loans 
to  busi¬ 
ness- 
selected 
cities 

Prime 

com¬ 

mer¬ 

cial 

paper, 

4-6 

months 

3-month 
Treas¬ 
ury 
bills  > 

9-12 
month 
issues  > 

3-5 
year 
issues  * 

Taxable 
bonds  * 

Aaa 

Baa 

3.828 

3.87 

4.06 

4. 14 

4.43 

4.80 

3.06 

■  j 

3.929 

3.97 

4.08 

4. 16 

4.41 

4.78 

3.10 

3.942 

4.03 

4. 12 

4. 15 

4.42 

4.78 

3.18 

4.97 

Is 

3.932 

4.00 

4.12 

4.15 

4.43 

3.17 

3.895 

3.99 

4.11 

4. 14 

4.44 

3.19 

$ 

3. 810 

3.98 

4.09 

4. 14 

4.46 

3.26 

4.99 

K  1 

3.831 

3.96 

4.10 

4. 15 

4.48 

3.26 

H  1 

3.836 

4.00 

4. 19 

4. 19 

4.49 

3.25 

mXm 

3.912 

4.11 

4.24 

4.25 

4.62 

3.36 

MK  il^ 

$ 

4.032 

4. 18 

4.33 

4.28 

4.66 

3.42 

Wm  UJ 

4.062 

4.29 

4.46 

4.34 

4.60 

3.47 

mim  aUi 

(t: 

4.362 

4.66 

4.77 

4. 43 

4.68 

3.56 

5.27 

4.65 

4.596 

4.83 

4.89 

4.43 

4.74 

3.52 

4.82 

4.670 

4.92 

5.02 

4.61 

4.78 

3.63 

4.88 

4.626 

4.96 

4.94 

4.63 

4.92 

3.72 

HEKtU 

5.21 

4. 611 

4.87 

4.86 

4.55 

4.06 

5.41 

3.59 

HUU 

5.38 

4.642 

4.90 

4.94 

4.67 

4.98 

5.48 

3.68 

Uvaivip 

5.39 

4.539 

4.94 

5.01 

4.63 

5.07 

5.58 

3.  77 

5.82 

5.51 

S  17 

5  22 

4. 75 

5.16 

3.94 

5.63 

5.  52 

5.  58 

4.80 

6.31 

4.17 

nnnm 

5.85 

5.3M 

5.80 

5.62 

4.79 

5.49 

6.09 

4.11 

5.89 

4.  70 

5. 41 

6.10 

3. 97 

6.00 

5. 45 

5.43 

4.  74 

5. 35 

6.13 

3.93 

■HUH 

6.00 

5.007 

5.10 

5.07 

4.65 

5.39 

6. 18 

3.83 

6.31 

6.00 

Fed¬ 

eral 

Re¬ 

serve 

Bank 

dis¬ 

count 

rate 


4.00 

4.00 

4.00 


4.00 

4.00 

4.00 

4.00 

4.00 

4.42 


>  Rate  on  new  issues  within  period.  Issues  were  tax  exempt  prior  to  March  1,  1941,  and  fully  taxable 
thereafter.  For  the  period  1034-37,  series  includes  issues  with  maturities  of  more  than  3  months. 

>  Certificates  of  indebtedness  and  selected  note  and  bond  issues  (fully  taxable). 

>  Selected  note  and  bond  Issues.  Issues  were  partially  tax  exempt  prior  to  1041,  and  fully  taxable  there¬ 
after. 

*  First  issued  in  1941.  Series  includes  bonds  which  are  neither  due  nor  callable  before  a  given  number  of 
years  as  follows;  April  1953  to  date,  10  years;  April  1952-March  1953,  12  years;  October  1941-March  1952, 
15  years. 

<  Treasury  bills  were  first  issued  in  December  1029  and  were  Issued  irregularly  in  1930. 

•  Not  available  on  same  basis  as  for  1939  and  subsequent  years. 

» From  October  30, 1942,  to  April  24, 1946,  a  preferential  rate  of  0.60  percent  was  In  effect  for  advances  secured 
by  Government  securities  maturing  in  1  year  or  less. 

'  Beginning  1959,  series  revised  to  exclude  loans  to  nonbank  financial  institutions. 


Note. — Yields  and  rates  computed  for  New  York  City  except  for  short-term  bank  loans. 


Sources:  Treasury  Department,  Board  of  Governors  of  the  Federal  Reserve  System,  Moody’s  Investors 
Service,  and  Standard  &  Poor’s  Corporation. 
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Table  B-51. — Federal  Reserve  Bank  credit  and  member  bank  reserves,  1929-66 


[Averages  of  daily  figures,  millions  of  dollars] 


Year  and  month 

Reserve  Bank  credit  outstanding 

Member  bank  reserves 

Member 
bank  free 
reserves 
(excess 
reserves 
less  bor¬ 
rowings) 

Total 

U.S. 
Govern¬ 
ment  se¬ 
curities 

Member 

bank 

borrow¬ 

ings 

All 

other, 

mainly 

float 

Total 

Re¬ 

quired 

Excess 

1929:  Dec . 

1,643 

446 

801 

396 

2,395 

2,347 

48 

-753 

1930;  Dec . 

1,273 

644 

337 

202 

2.415 

2,342 

73 

-264 

1931:  Dec . 

1,950 

777 

763 

410 

2,010 

60 

-703 

1932:  Dec . 

2,192 

1,854 

281 

57 

1,909 

526 

245 

1933:  Dec . 

2,669 

2,432 

95 

142 

1  1, 822 

>  766 

671 

1934;  Dec . 

2. 472 

2. 430 

10 

32 

1936:  Dec . 

2,494 

21430 

6 

58 

2,733 

2,983 

2,977 

1936:  Dec . 

2,498 

2,434 

7 

57 

6,665 

4, 619 

2,046 

2,039 

1937:  Dec . 

2,628 

2,565 

16 

47 

6,879 

5,808 

1,071 

1, 055 

1938:  Dec . 

2,618 

2,564 

7 

47 

8,745 

5,520 

3,226 

3,210 

1939:  Dec . 

2,612 

2,510 

3 

09 

11,473 

6,462 

5,011 

5,008 

1940:  Dec . 

2,305 

2,188 

3 

114 

14,049 

6,646 

6,643 

1941:  Dec . 

2,404 

2,219 

5 

180 

12,812 

9,422 

3,390 

3,385 

1942:  Dec . 

6,035 

5,549 

4 

483 

13, 152 

10. 776 

2,376 

2,372 

1943;  Dec . 

11,014 

11, 166 

90 

659 

12,  749 

1,048 

958 

1944:  Dec . 

19,612 

18,693 

265 

654 

14, 168 

1,284 

1,019 

1945:  Dec . 

24, 744 

23,708 

334 

702 

16,027 

1,491 

1, 157 

1946:  Dec . 

24, 746 

23,767 

157 

821 

16. 517 

15,617 

900 

743 

1947;  Dec . 

22,858 

21,905 

224 

729 

16. 275 

986 

762 

1948:  Dec . 

23,978 

134 

842 

19.193 

797 

663 

1949:  Dec . 

19, 012 

18,287 

118 

607 

16,291 

803 

685 

1950:  Dec . 

21,606 

20,345 

142 

1, 119 

17,391 

16,364 

1,027 

885 

1951:  Dec . 

25,446 

657 

1,380 

20,310 

19, 484 

826 

169 

1952:  Dec . 

27,299 

1,593 

21, 180 

20,457 

723 

-870 

1963:  Dec . 

25,639 

441 

19,920 

19,227 

693 

252 

1954:  Dec . 

26,317 

24,917 

246 

1, 154 

19. 279 

18. 576 

703 

457 

1955:  Dec . 

26,853 

24,602 

839 

1.412 

19,240 

594 

-245 

1966:  Dec . 

27,156 

24, 765 

688 

19,535 

652 

-36 

1957:  Dec . 

26,186 

23,982 

710 

1,494 

19,420 

577 

-133 

1958:  Dec . 

28,412 

26,312 

557 

1,543 

18,899 

516 

-41 

1959:  Dec . 

29,435 

27,036 

906 

1,493 

>18,932 

18,450 

482 

-424 

1960:  Dec . 

29,060 

27,248 

87 

1,725 

19,283 

756 

660 

1961:  Dec . 

31,217 

•3S,m 

149 

1,970 

20.118 

568 

419 

1962:  Dec . 

33,218 

30,546 

2,368 

572 

268 

1963:  Dec . 

36, 610 

33, 729 

327 

2,554 

20.746 

20,210 

536 

209 

1964:  Dec . 

39,873 

37,126 

243 

21. 198 

411 

168 

1965:  Dec.... . 

43,853 

40,885 

454 

2,514 

452 

-2 

1966:  Dec  » . 

46,864 

43,740 

557 

2,567 

396 

-161 

1965;  Jan . . . 

39,245 

36,684 

299 

2,262 

21,620 

21,215 

405 

106 

Feb . 

39,244 

37,052 

1,787 

21,231 

441 

36 

Mar . 

39,535 

37,315 

416 

1,804 

21,246 

341 

-75 

Apr . 

39,882 

37,637 

471 

1, 774 

21,511 

21, 145 

366 

-105 

May . 

40,340 

38,  111 

1,724 

21, 472 

21, 147 

325 

-180 

June . 

41,153 

38,840 

528 

1,785 

21,709 

21,363 

346 

-182 

July . 

41,651 

39,240 

524 

1,878 

21,863 

21,513 

350 

-174 

Aug . 

41,504 

39,318 

564 

1,622 

21,617 

21, 187 

430 

-134 

Sept . 

41,610 

528 

1,974 

21. 740 

21,356 

384 

-144 

Oct . 

42,048 

39,601 

490 

1,957 

21, 614 

344 

-146 

Nov . 

42,649 

40,128 

452 

2,060 

21,689 

369 

-83 

Dec . 

43,853 

40,885 

454 

2,514 

22,719 

22,267 

452 

-2 

1966:  Jan . 

43, 449 

2,421 

22,750 

22,392 

358 

-44 

Feb . 

43, 116 

478 

22,233 

21,862 

371 

-107 

Mar . 

42,943 

551 

1,994 

22,160 

21,856 

305 

-246 

Apr . 

43,339 

626 

2,084 

22,528 

22, 170 

358 

-268 

May . 

43, 801 

41,129 

722 

2,040 

22,487 

22,117 

370 

-352 

June . 

44,498 

41,672 

674 

2,152 

22,534 

22,212 

322 

-352 

July . 

45,737 

42,221 

766 

2,750 

23,090 

22,682 

408 

-358 

Aug . 

45,348 

42, 280 

728 

2,340 

22,655 

22,317 

338 

-390 

Sept . 

45,631 

42,735 

766 

2,130 

23,240 

22,842 

398 

-368 

Oct . 

45,604 

42,837 

733 

23,333 

23,031 

302 

-431 

Nov . 

46,087 

43,347 

611 

2,129 

22,862 

389 

-222 

Dec  » . 

46,864 

43,740 

557 

2,567 

23,430 

396 

-161 

1  Data  from  March  1933  through  April  1934  are  for  licensed  banks  only. 

>  Beginning  December  1969,  total  reserves  held  include  vault  cash  allowed. 


Note.— Data  for  member  banks  in  Alaska  and  Hawaii  included  beginning  1964  and  1969,  respectively. 
Source:  Board  of  Governors  of  the  Federal  Reserve  System. 
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Table  B-52. — Short-  and  intermediate-term  consumer  credit  outstanding,  1929-66 
[Millions  of  dollars] 


Instalment  credit 


Noninstalment  credit 


End  of  year  or  month 


Other  Repair 

Auto-  con-  and  Per-  Charge 

Total  mobile  sumer  modern-  sonal  Total  ac-  Other! 
paper  goods  izatlon  loans  counts 

paper  loans  i 
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Table  B-53. — Installment  credit  extended  and  repaid,  1946-66 
[Millions  of  dollars] 


Year  or  month 

Total 

Automobile 

paper 

Other  consumer 
goods  paper 

Repair  and 
moaernization 
loans 

Personal 

loans 

Ex¬ 

tended 

Re¬ 

paid 

Ex¬ 

tended 

Re¬ 

paid 

Ex¬ 

tended 

Re¬ 

paid 

Ex¬ 

tended 

Re- 

paid 

Ex¬ 

tended 

Re¬ 

paid 

1946 . 

8,495 

6,785 

1,969 

1,443 

3,077 

2,603 

423 

200 

3,026 

2,539 

1947 . 

12,713 

10,190 

3,692 

2,749 

4,498 

3,645 

704 

391 

3,819 

3, 405 

1948 . 

15,585 

13,284 

5,217 

4, 123 

5,383 

4,625 

714 

579 

4,271 

3,957 

1949 . 

18,108 

15, 514 

6,967 

5,430 

5,865 

5,060 

734 

689 

4,  542 

4,335 

1950 . 

21,558 

18,445 

8,530 

7,011 

7,150 

6,057 

835 

717 

5,043 

4,660 

1951 . 

23, 676 

22,985 

8,956 

9,058 

7,485 

7,404 

841 

772 

6,294 

5,7.51 

1962 . 

29,514 

25,405 

11,764 

10,003 

9, 186 

7,892 

1,217 

917 

7,347 

6,593 

1953 . 

31,558 

27,956 

12,981 

10,879 

9,227 

8,622 

1,344 

1,119 

8,006 

7,336 

1954 . 

31,051 

30,488 

11,807 

11,833 

9,117 

9, 145 

1,261 

1,255 

8,866 

8,255 

1955 . 

38,972 

33,634 

16,734 

13,082 

10,642 

9,752 

1,393 

1,316 

10,203 

9,484 

1956 . 

39,868 

.37,054 

15, 515 

14,555 

11,721 

10,756 

1,582 

1,370 

11,051 

10, 373 

1967 . 

42, 016 

39,868 

16,465 

15,545 

11,807 

11,569 

1,674 

1,477 

12,069 

11,276 

1958 . 

40, 119 

40,344 

14,226 

15,415 

11,747 

11,563 

1,871 

1,626 

12,275 

11,741 

1959 . 

48,052 

42,603 

17,779 

15,579 

13,982 

12,402 

2,222 

1,765 

14, 070 

12,857 

1960 . 

49,  .■>60 

45,972 

17,654 

16,384 

14, 470 

13, 574 

2,213 

1,883 

15,223 

14, 130 

1961 . 

48,396 

47,700 

16,007 

16, 472 

14, 578 

14,246 

2,068 

2,015 

15, 744 

14,967 

1962 . 

6.5,126 

50,620 

19,796 

17, 478 

15,685 

14,939 

2,051 

1,996 

17.594 

16,206 

1963 . 

61,295 

55,171 

22,292 

19,400 

17, 102 

15,850 

2, 198 

2,038 

19,703 

17,883 

1964 . 

67,505 

61, 121 

24,435 

21,676 

19, 47:1 

17,737 

2,204 

2, 078 

21,393 

19, 630 

1965 . 

75,508 

67, 495 

27,914 

24,267 

21,454 

19,355 

2,238 

2,096 

23,902 

21,777 

1966  > . 

79,100 

73,000 

28, 700 

26,500 

23,400 

21,400 

2,200 

2,100 

24,800 

23,000 

Seasonally  adjusted 

1965:  Jan . 

5,947 

5,332 

2,186 

1,916 

1,695 

1,527 

185 

1?2 

1, 881 

1,717 

Feb . 

6,082 

5,485 

2,249 

1,947 

1,768 

1,665 

177 

173 

1,888 

1, 700 

Mar . 

6,107 

5,465 

2,268 

1,970 

1,702 

1,568 

189 

174 

1,948 

1, 753 

Apr . 

6,245 

5,500 

2,299 

1,975 

1,648 

1,497 

194 

180 

2,104 

1,848 

May . 

6,167 

5,511 

2,249 

1,987 

1,731 

1,569 

191 

174 

1,996 

1, 781 

June . 

6,196 

5,601 

2,285 

2,007 

1,719 

1,590 

199 

179 

1,993 

1,825 

July . 

6,383 

5,659 

2,355 

2,007 

1,818 

1,608 

180 

171 

2,030 

1,873 

Aug . 

6,385 

5,729 

2,372 

2,068 

1,816 

1,662 

194 

180 

2,003 

1, 819 

Sept . 

6,434 

5,748 

2,385 

2,056 

1,859 

1,638 

176 

171 

2, 014 

1,883 

Oct . 

6,425 

5,805 

2,338 

2,080 

1,907 

1,670 

179 

171 

2,001 

1,884 

Nov . 

6,530 

5,831 

2,480 

2,148 

1,873 

1,683 

185 

176 

1,992 

1,824 

Dec . . 

6,489 

5,855 

2,443 

2,107 

1,862 

1,720 

185 

175 

1,999 

1,853 

1966:  Jan . 

6,544 

5,947 

2,340 

2,115 

1,983 

1,778 

176 

176 

2,045 

1,878 

Feb . 

6,492 

5,954 

2,340 

2,135 

1,957 

1,781 

171 

174 

2,024 

1,864 

Mar . 

6,673 

6,024 

2,479 

2,216 

1,959 

1,708 

183 

176 

2,052 

1,924 

Apr . 

6,505 

5,974 

2,302 

2,145 

1,958 

1,729 

180 

175 

2,065 

1,925 

6,472 

5,979 

2, '298 

2.159 

1,933 

1,784 

186 

172 

2,055 

1,864 

June... . 

6,675 

6,126 

2,419 

2,211 

1,944 

1,767 

189 

176 

2, 1'23 

1,972 

July . 

6,732 

6,168 

2,383 

2,238 

2,050 

1,803 

189 

174 

2,  no 

1.953 

Aug . 

6,689 

6,087 

2,431 

2,223 

1,995 

1,792 

187 

172 

2, 076 

1,900 

Sept . 

6,578 

6,103 

2,387 

2,213 

1,958 

1,784 

175 

168 

2,058 

1,938 

Oct . 

6,522 

6, 142 

2,378 

2,244 

1,941 

1,820 

166 

169 

2,037 

1,909 

Nov . 

6,657 

6,213 

2,461 

2,255 

1,947 

1,836 

166 

169 

2,083 

1,953 

Dec  '  - . 

6,725 

6,300 

2,450 

2.280 

1,960 

1,850 

165 

170 

2,150 

2,000 

•  Preliminary;  December  by  Council  of  Economic  Advisers. 

Note.— Data  for  Alaska  and  Hawaii  included  beginning  January  and  August  1959,  respectively.  There¬ 
fore,  the  difference  between  extensions  and  repayments  for  January  and  August  1959  and  for  tlie  year  1959 
does  not  equal  the  net  change  in  credit  outstanding. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System  (except  as  noted). 


276 


Table  B-54. — Mortgage  debt  outstanding,  by  type  of  property  and  of  financing,  1939-66 


[Billions  of  dollars] 


Non  farm  properties 


1-  to  4-fomlly  houses 


End  of  year  or  quarter 

AU 

prop¬ 

erties 

Total 

Total 

Gover 

Total 

lunent 

written 

FHA 

In¬ 

sured 

under- 

VA 

guar¬ 

anteed 

Con¬ 
ven¬ 
tional  1 

Multi¬ 
family 
and 
com¬ 
mercial 
prop¬ 
erties  * 

Farm 

prop¬ 

erties 

igSD . 

35.  5 

28.9 

16.3 

1.8 

1.8 

14  5 

12  6 

6.6 

IMO . 

36.5 

30.0 

17.4 

2.3 

2.3 

16.1 

12.6 

6.6 

1941 . 

37.6 

31.2 

18.4 

3.0 

3.0 

16.4 

12.9 

6.4 

1942 . 

36.7 

30.8 

18.2 

3.7 

3.7 

14.6 

1Z6 

6.0 

1943 . 

35.3 

29.9 

17.8 

4.1 

4. 1 

13.7 

12. 1 

6.4 

1944 . 

34.7 

29.7 

17,9 

4.2 

.  4.2 

13  7 

11.8 

4.9 

1945 . 

35.5 

30.8 

18.6 

4.3 

] 

4.1 

0.2 

14.3 

12.2 

4.8 

1946 . 

41.8 

36.9 

23.0 

6.1 

3.7 

2.4 

16.9 

13.8 

4.9 

1947 . 

48.9 

43.9 

28.2 

9.3 

3.8 

5.5 

18.9 

15.7 

5.1 

1948 . 

56.2 

50.9 

33.3 

12.5 

5.3 

7.2 

20.8 

17.6 

5.3 

1949 . 

62.7 

57.1 

37.6 

15.0 

6.9 

8.1 

22.6 

19.5 

5.6 

1950 . 

72.8 

66.7 

45.2 

18.9 

8.6 

10.3 

26.3 

21.6 

6.1 

1951 . 

82.3 

75.6 

61.7 

22.9 

9.7 

13.2 

28.8 

23.9 

6.7 

1952 . 

91.4 

84.2 

58.5 

25.4 

10.8 

14.6 

33.1 

25.7 

7.2 

1953 . . 

101.3 

93.6 

66.1 

12.0 

16.1 

38.0 

27.5 

7.7 

1954 . 

113.7 

105.4 

75.7 

12.8 

19.3 

43.6 

29.7 

8.2 

1955 . 

129.9 

120.9 

88.2 

14.3 

24.6 

49.3 

32.6 

9.0 

1956 . 

144.5 

134.6 

99.0 

43.9 

15.5 

28.4 

55.1 

35.6 

9.8 

1957 . 

156.6 

146.1 

107.6 

47.2 

16.5 

30.7 

60.4 

38.5 

10.4 

1958 . 

171.8 

■  l/Jlri 

117.7 

50.1 

19.7 

30.4 

67.6 

43.0 

11.1 

1959 . 

190.8 

178.7 

130.9 

53.8 

30.0 

77.0 

47.9 

12.1 

1960 . 

KflffS 

194.0 

141.3 

56.4 

29.7 

84.8 

52.7 

12.8 

1961 . 

BuJ.ILI 

212.4 

153.1 

59.1 

29.5 

29.6 

93.9 

59.3 

13.9 

1962 . 

KtlvKl 

236.4 

166.5 

62.2 

32.3 

29.9 

104.3 

69.9 

15.2 

1963 . 

281.2 

264.4 

182.2 

65.9 

35  0 

30.9 

116.3 

82.2 

16.8 

1964 . 

311.6 

292.7 

197.6 

69.2 

38.3 

30.9 

128.3 

95.1 

18.9 

1965 . 

341.7 

320.6 

213.5 

73.1 

42.0 

31.1 

140.4 

107.0 

21.2 

1966  » . 

366.4 

343.0 

225.2 

117.8 

23.4 

1963:  I . . 

257.1 

241.6 

169.2 

63.0 

33.0 

30.0 

106.2 

72.4 

15.6 

II . . . . 

285.3 

249.2 

173.7 

63.8 

33.5 

30.3 

109.9 

75.5 

16.2 

III . 

273.4 

256.8 

178.2 

64.6 

34.3 

30.4 

113.6 

78.6 

16.6 

IV . . . 

281.2 

264.4 

182.2 

65.9 

35.0 

30.9 

116.3 

8Z2 

16.8 

1964:  I . 

287.4 

270.0 

185.4 

66.6 

35.7 

31.0 

118.8 

84.6 

17.3 

II . 

295.5 

277.6 

189.8 

07.3 

36.3 

.%.9 

122.5 

87.7 

18.1 

Ill . 

303.6 

285.1 

193.9 

68.4 

37.4 

31.1 

125. 4 

91.2 

18.5 

IV . 

311.6 

292.7 

197.6 

69.2 

38.3 

30.9 

128.3 

9.5.1 

18.9 

1965:  I . 

317.7 

298.3 

200.7 

70.1 

39.0 

31.1 

130.7 

97.5 

19.5 

II . 

325.9 

305.7 

205.2 

70.7 

39.7 

31.0 

134.4 

100.5 

20.2 

Ill » . 

333.9 

313.2 

209.5 

72.0 

40.9 

31.1 

137.4 

103.7 

20.7 

IV  » . 

341.7 

320.6 

213.5 

73.1 

42.0 

31.1 

140.4 

107.0 

21.2 

1966:  I» . 

348.2 

326.5 

216.7 

74.1 

43.0 

31.1 

142.6 

109.8 

21.8 

II » . 

355.6 

333.1 

220.5 

74.6 

43.7 

30.9 

145.8 

112.7 

22.5 

III» . 

361.4 

338.4 

223.1 

7.5.3 

44.4 

30.9 

147.8 

115.3 

23.0 

IV  » . 

366.4 

343.0 

225.2 

117.8 

23.4 

>  Derived  fleures. 

*  Includes  negligible  amount  of  farm  loans  held  by  savings  and  loan  associations. 

Source:  Board  of  Governors  of  the  Federal  Reserve  System,  estimated  and  compiled  from  data  supplied 
by  various  Government  and  private  organizations. 
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Table  B-55. — Net  public  and  private  debt,  1929-66  * 
[Billions  of  dollars] 


End  of 
year  • 

Total 

Fed¬ 

eral 

Gov¬ 

ern¬ 

ment 

and 

agency 

State 

and 

local 

gov¬ 

ern¬ 

ment* 

Private 

Total 

Corporate 

Individual  and  noncorporate 

Total 

Long¬ 

term 

Short¬ 

term 

Total 

Farm  > 

Nonfarm 

Total 

Mort¬ 

gage 

Com¬ 
mer¬ 
cial 
and 
finan¬ 
cial  < 

Con¬ 

sumer 

1929.... 

190.9 

16.5 

13.2 

161.2 

88.9 

47.3 

41.6 

72.3 

12.2 

31.2 

22.4 

6.4 

1930.... 

191.0 

16.5 

14.1 

160.4 

89.3 

51.1 

38.2 

71.1 

11.8 

32.0 

21.6 

5.8 

1931.... 

181.9 

18.5 

KIjS!! 

147.9 

83.5 

5a3 

33.2 

64.4 

11.1 

17.6 

4.8 

1932.... 

174.6 

21.3 

16.6 

136.7 

80.0 

49.2 

30.8 

Km 

10.1 

KDEl 

14.0 

3.6 

1933.... 

168.5 

24.3 

16.7 

127.5 

76.9 

47.9 

29.1 

BO 

9.1 

26.3 

11.7 

3.5 

1934.... 

171.4 

15.9 

125.1 

75.5 

44.6 

30.9 

49.6 

8.9 

25.5 

11.2 

3.9 

1935.... 

174.7 

34.4 

16.0 

124.2 

74.8 

43.6 

31.2 

49.4 

8.9 

40.6 

24.8 

10.8 

4.0 

1936.... 

180.3 

37.7 

16.2 

126.4 

76.1 

42.5 

33.6 

50.3 

8.6 

HU 

24.4 

11.2 

6.1 

1937.... 

39.2 

16.1 

126.7 

75.8 

43.5 

32.3 

50.9 

8.6 

42.3 

24.3 

11.3 

6.7 

1938.... 

179.6 

40.5 

Hil!] 

123.1 

73.3 

44.8 

28.4 

49.8 

9.0 

40.9 

24.5 

10.1 

6.3 

1939.... 

183.2 

42.6 

16.3 

124.3 

73.5 

44.4 

29.2 

50.8 

8.8 

42.0 

25.0 

9.8 

7.2 

1940.... 

189.9 

44.8 

16.5 

128.6 

75.6 

43.7 

31.9 

53.0 

9.1 

43.9 

26.1 

9.5 

8.3 

1941.... 

211.6 

56.3 

16.3 

139.0 

83.4 

43.6 

39.8 

55.6 

9.3 

27.1 

10.0 

9.2 

1942.... 

259.0 

B[|)M 

15.8 

141.5 

91.6 

49.0 

49.0 

9.0 

26.8 

8.1 

6.0 

1943.... 

313.6 

■  Ktl 

HU 

144.3 

95.5 

54.5 

48.8 

8.2 

40.6 

26.1 

9.5 

4.9 

1944.... 

370.8 

211.9 

14.1 

144.8 

94.1 

54.3 

50.7 

7.7 

42.9 

11.8 

5.1 

1945.... 

KSSl 

252.7 

13.7 

139.9 

85.3 

47.0 

54.6 

7.3 

47.4 

14.7 

5.7 

1946.... 

397.4 

229.7 

13.6 

154.1 

93.5 

52.2. 

60.6 

7.6 

12.1 

8.4 

1947.... 

417.4 

223.3 

14.4 

179.7 

106.9 

8.6 

62.3 

38.8 

11.9 

11.6 

1948.... 

433.6 

216.5 

16.2 

200.9 

117.8 

Hll 

HiU 

^^1 

45.1 

12.9 

14.4 

1949.... 

448.4 

218.6 

18.1 

211.7 

118.0 

93.7 

12.0 

81.8 

HU 

13.9 

17.3 

1950.... 

490.3 

218.7 

20.7 

250.9 

142.1 

60.1 

81.9 

108.8 

12.3 

96.6 

59.4 

15.8 

21.4 

1951.... 

524.0 

218.5 

23.3 

282.2 

162.5 

KU 

119.7 

13.6 

106.2 

67.4 

16.2 

22.6 

1952.... 

555.2 

222.9 

25.8 

171.0 

73.3 

97.7 

135.5 

15.2 

120.4 

75.2 

17.8 

27.4 

1953.... 

586.5 

228.1 

28.6 

329.8 

179.5 

78.3 

16.9 

133.6 

83.8 

18.4 

31.4 

1954.... 

612.0 

230.2 

33.4 

348.4 

182.8 

82.9 

165.6 

17.6 

147.9 

94.6 

20.8 

32.5 

1955.... 

672.3 

231.5 

38.4 

212.1 

90.0 

iRsn 

18.8 

171.6 

108.7 

24.0 

38.9 

1956.... 

mifrMM 

225.4 

42.7 

439.4 

msm 

207.7 

19.5 

188.2 

121.3 

24.4 

42.5 

1957.... 

738.9 

224.4 

46.7 

467.8 

246.7 

■ran 

221.1 

20.3 

U20 

131.6 

24.3 

44.8 

1958.... 

782.6 

232.7 

50.9 

499.1 

259.5 

121.2 

239.5 

23.3 

216.2 

144.6 

26.5 

45.1 

1959.... 

846.2 

243.2 

55.6 

547.4 

283.3 

129.3 

264.1 

23.0 

241.1 

160.8 

28.7 

51.5 

I960.... 

890.2 

241.0 

60.0 

589.2 

139.1 

163.6 

286.4 

25.1 

261.4 

174.5 

30.8 

56.0 

1961.... 

947.7 

248.1 

65.0 

634.6 

324.3 

149.3 

175.0 

310.3 

27.5 

282.8 

190.4 

34.8 

57.7 

1962.... 

1, 019. 3 

255.8 

73.7 

689.8 

348.2 

161.2 

187.0 

341.6 

H90 

311.4 

210.6 

37.6 

63.2 

1963.... 

261.0 

79.5 

756.4 

376.1 

174.4 

201.7 

33.2 

347.1 

234.3 

42.3 

70.5 

1964.... 

1,174.3 

267.2 

85.2 

821.9 

189.2 

213.4 

419.3 

36.0 

383.3 

259.5 

45.4 

78.4 

1965-.. 

1,270.3 

269.8 

95.1 

905.4 

207.5 

238.1 

459.8 

39.3 

420.5 

284.8 

47.8 

87.9 

1966 

1,368.3 

274.6 

101.1 

992.6 

235.6 

265.4 

491.7 

42.5 

449.2 

50.2 

■  Net  public  and  private  debt  outstanding  is  a  comprehensive  aggregate  of  the  Indebtedness  of  borrowers 
after  elimination  of  certain  types  of  duplicating  governmental  and  corporate  debt.  For  a  further  explana¬ 
tion  of  the  concept,  see  Survey  of  Current  Butineet,  October  1950. 

<  Data  for  State  and  local  government  debt  are  for  June  30. 

*  Farm  mortgages  and  farm  production  loans.  Farmers’  financial  and  consumer  debt  is  included  in  the 
nonfarm  categories. 

*  Financial  debt  is  debt  owed  to  banks  for  purchasing  or  carrying  securities,  customers'  debt  to  brokers, 
and  debt  owed  to  life  insurance  companies  by  policyholders. 

>  Estimate. 

Note.— Revisions  for  1920-39  and  1955-57  in  the  consumer  credit  data  of  the  Board  of  Governors  of  the 
Federal  Reserve  System  have  not  yet  been  fully  Incorporated  into  this  series. 

Sources:  Department  of  Commerce  (Office  of  Business  Economics),  Treasury  Department,  Department 
of  Agriculture,  Board  of  Governors  of  the  Federal  Reserve  System,  and  Federal  Home  Loan  Bank  Board. 


278 


GOVERNMENT  FINANCE 

Table  B-56. — U.S.  Government  debt,  by  kind  of  obligation,  1929-66 
[Billions  of  dollars] 


1  IntefHst-bearlng  public  debt 

End  of  year  or  month 

Gross 
public 
debt  and 
guar¬ 
anteed 
issues  ■ 

Marketable  public 
issues 

Nonmarketable  public  issues 

Short¬ 
term 
issues  * 

Treasury 

bonds 

United 

States 

savings 

bonds 

Treasury 
tax  and 
savings 
notes! 

Invest¬ 
ment 
bonds ! 

Special 

Issues' 

1030. 

1031. 

1032. 

1033. 

1034. 
1038. 

1036. 

1037. 

1038. 
1030. 


Aug. 

Sept 

Oct. 

Nov 

Dec. 


16.0 

17.8 

20.8 

24.0 

31.5 

35.1 

30.1 

41.9 
44.4 

47.6 

50.9 
64.3 

112.6 

170.1 

232.1 
278.7 
259.6 
257.0 
252.9 

257.2 


256.7 

259.6 

267.4 
278.2 

278.8 

280.8 

276.7 
278.0 
283.0 
290.9 

200.4 

296.6 
304.0 

310.1 

318.7 

321.4 

329.8 

318.6 

320.6 

318.4 

317.2 

319.8 

317.9 


OlO.  / 

317.3 

310.4 
322.2 

321.4 

322.4 

323.7 
321.6 

320.1 

322.8 

320.4 

319.8 
324.0 

326.2 

327.4 

329.9 
329.8 


94. 

0 

68.0 

76. 

9 

87.  ( 

79. 

8 

57.  J 

77. 

2 

57.'! 

81. 

8 

57.'! 

81. 

9 

57.  t 

80. 

8 

66.2 

82. 

1 

52.5 

83. 

4 

51.2 

84. 

8 

48.2 

79. 

8 

47.2 

75. 

6 

47.5 

78. 

4 

47.5 

86. 

4 

48.2 

97. 

0 

49.'! 

104. 

2 

80.2 

99. 

2 

50.8 

102. 

8 

49.8 

100. 

6 

49.  ( 

100. 

6 

49.  ( 

100. 

6 

50.  ( 

102. 

6 

50.  C 

102. 

5 

50.0 

102. 

6 

50.1 

104. 

3 

60.2 

104. 

3 

50.2 

104. 

3 

50.  a 

104. 

2 

50.3 

104. 

2 

50.3 

104. 

2 

60.3 

103. 

2 

60.2 

103. 

1 

60.4 

103. 

1 

50.4 

102. 

D 

60.5 

101. 

9 

50.5 

101.9 

50.6 

100.6 

50.6 

100.6 

60.6 

100.6 

50.7 

99.2 

50.8 

60.8 

■  Total  includes  non-interest-bearing  debt,  fully  guaranteed  securities  (except  those  held  by  the  Treas¬ 
ury),  Postal  Savings  bonds,  prewar  Irands,  adjusted  service  bonds,  depositary  bonds,  armed  forces  leave 
bonds.  Rural  Electrification  Administration  series  bonds,  foreign  series  certificates  and  notes,  foreign  cur¬ 
rency  certificates,  notes  and  bonds.  Treasury  certificates,  and  U.S.  retirement  plan  bonds,  not  shown  sepa¬ 
rately.  Not  all  of  total  shown  is  subject  to  statutory  debt  limitation. 

*  Bills,  certificates  of  Indebtedness,  and  notes. 

*  The  last  series  of  Treasury  savings  notes  matured  in  April  1956. 

<  Series  A  bonds  through  September  1965  and,  beginning  April  1951,  series  B  convertible  bonds. 

'  Issued  to  U.S.  Government  investment  accounts.  These  accounts  also  held  $16. 4  billion  of  public 
marketable  and  nonmarketable  issues  on  December  31,  1966. 

Source:  Treasury  Department. 
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Table  B-57. — Estimated  ownership  of  V.S.  Government  obligations,  1939-66 


[Par  values,'  billions  of  dollars] 


Gross  public  debt  and  guaranteed  issues  > 


End  of  year  or 
month 

Total 

Held 
by  U.S. 
Gov¬ 
ern¬ 
ment 
invest¬ 
ment 
ac¬ 
counts 

Held 

by 

Federal 

Reserve 

banks 

Held  by  “the  public” 

Total 

Com¬ 

mercial 

banks’ 

Mutual 
savings 
banks 
and  in¬ 
surance 
com¬ 
panies 

Other 
corpora¬ 
tions  * 

State 
and 
local 
govern¬ 
ments  ’ 

Individ¬ 
uals  > 

Miscel¬ 
laneous 
inves¬ 
tors  ' 

1939 . 

47.6 

6.5 

2.5 

38.6 

15.9 

9.4 

2.2 

■1 

10.1 

0.7 

1940 . 

50.9 

7.6 

2.2 

41.1 

17.3 

10.1 

2.0 

10.6 

.7 

9.5 

2.3 

52.5 

21.4 

11.9 

4.0 

.7 

13.6 

.9 

12.2 

6.2 

94.0 

41.1 

15.8 

10.1 

1.0 

23.7 

2.3 

16.9 

11.5 

141.6 

59.9 

21.2 

16.4 

37.6 

4.4 

21.7 

18.8 

191.6 

77.7 

28.0 

21.4 

53.3 

7.0 

27.0 

24.3 

227.4 

90.8 

34.7 

22.2 

6.5 

64.1 

9.1 

1946 . 

30.9 

23.3 

205.2 

74.5 

36.7 

15.3 

6.3 

64.2 

8.1 

1947 . 

34.4 

22.6 

200.1 

68.7 

35.9 

14.1 

7.3 

65.7 

.8.4 

37.3 

23.3 

192.2 

62.5 

32.7 

14.8 

7.9 

65.5 

8.9 

1949 . 

257.2 

39.4 

18.9 

198.9 

66.8 

31.5 

16.8 

8.1 

66.3 

9.4 

1950 . 

39.2 

20.8 

196.8 

61.8 

29.6 

19.7 

8.8 

66.3 

10.5 

42.3 

23.8 

193.4 

61.6 

26.3 

20.7 

9.6 

64.6 

10.6 

45.9 

24.7 

196.9 

63.4 

25.5 

19.9 

11.1 

65.2 

11.7 

48.3 

25.9 

201.0 

63.7 

25.1 

21.5 

12.7 

64.8 

13.2 

49.6 

24.9 

204.2 

69.2 

24.1 

19.1 

14.4 

63.5 

13.9 

51.7 

24.8 

204.3 

62.0 

23.1 

23.2 

15.4 

65.0 

15.6 

54.0 

24.9 

197.8 

59.5 

21.3 

18.7 

16.3 

65.9 

16.1 

1957 . 

55.2 

24.2 

195.5 

59.5 

20.2 

17.7 

16.6 

64.9 

16.6 

1958 . 

54.4 

26.3 

202.3 

67.5 

19.9 

18.1 

16.5 

63.7 

16.6 

1959 . 

290.9 

53.7 

26.6 

210.6 

60.3 

19.5 

21.4 

18.0 

69.4 

22.1 

1960 _ 

55.1 

27.4 

207.9 

62.1 

18.1 

18.7 

18.7 

66.1 

24.2 

54.5 

28.9 

213.1 

67.2 

17.5 

18.5 

19.0 

65.9 

25.0 

1962 . 

55.6 

30.8 

217.6 

67.2 

17.6 

18.6 

20.1 

66.0 

28.0 

1963 _ 

58.0 

33.6 

218.5 

64.3 

17.1 

18.7 

21.1 

68.2 

29.2 

60.6 

37.0 

221.1 

64.0 

16.8 

17.9 

21.2 

70.0 

31.2 

1965 . . 

321.4 

61.9 

218.7 

60.8 

15.8 

15.5 

22.9 

72.3 

31.4 

1966* . 

329.8 

68.8 

44.3 

216.8 

57.1 

14.3 

14.9 

23.8 

75.6 

31.1 

1965;  Jan . 

318.6 

59.1 

36.7 

222.8 

62.9 

17.1 

18.6 

22.2 

70.6 

31.5 

Feb . 

60.4 

36.9 

223.3 

61.7 

17.2 

19.0 

23.0 

71.0 

31.4 

Mar . 

60.7 

37.6 

220.2 

60.4 

17.0 

17.2 

23.2 

71.5 

30.8 

Apr _ _ 

59.2 

37.8 

220.3 

59.7 

16.8 

17.0 

24.3 

71.2 

31.3 

May . 

62.7 

38.7 

218.5 

58.4 

16.6 

17.6 

24.4 

71.2 

30.2 

June . 

317.9 

63.4 

39.1 

215.4 

58.3 

16.3 

15.1 

24.1 

71.1 

30.5 

July . 

317.1 

62.3 

39.2 

215.6 

57.2 

16.3 

15.9 

24.0 

71.8 

30.4 

Aug . 

318.7 

64.8 

39.0 

214.9 

56.4 

16.3 

16.1 

23.7 

71.8 

30.5 

Sept . 

317.3 

63.6 

39.8 

213.9 

57.4 

16.3 

14.7 

23.0 

72.2 

30.2 

Oct . 

319.4 

62.3 

39.7 

217.5 

59.6 

16.0 

15.6 

23.3 

72.2 

30.8 

Nov . 

62.8 

40.6 

218.8 

59.8 

15.8 

16.7 

22.9 

72.3 

31.4 

Dec . 

61.9 

40.8 

218.7 

60.8 

15.8 

15.5 

22.9 

72.3 

31.4 

1966:  Jan . 

60.0 

40. 6  > 

221.9 

60.9 

15.9 

16.5 

23.7 

73.2 

31.8 

Feb . 

61.7 

40.2 

^  221.9 

58.7 

15.8 

17.4 

24.7 

73.5 

31.8 

61.7 

40.7 

219.0 

57.0 

15.7 

15.7 

24.4 

74.6 

31.6 

Apr . 

60.5 

40.7 

218.9 

57.0 

15.4 

15.7 

25.1 

74.3 

31.4 

May _ _ 

64.5 

41.5 

216.9 

55.1 

15.2 

16.2 

25.3 

74.1 

30.9 

June. . 

320.4 

66.7 

42.2 

211.5 

54.7 

14.8 

13.9 

24.5 

73.9 

29.7 

July . 

319.8 

66.4 

42.4 

211.0 

53.4 

14.7 

14.2 

24.8 

74.1 

29.8 

Aug . 

324.9 

69.3 

42.5 

213.1 

54.7 

14.6 

14.3 

24.6 

74.8 

30.1 

Sept . 

325.2 

69.2 

42.9 

213.2 

54.4 

14.6 

13.5 

24.2 

75.8 

30.6 

Oct . 

327.4 

68.0 

43.0 

216.4 

54.9 

14.4 

14.9 

24.2 

76.2 

31.7 

Nov . 

329.9 

68.9 

43.9 

217.1 

55.1 

14.4 

16.0 

24. 1 

75.9 

31.5 

Dec* . 

329.8 

68.8 

44.3 

216.8 

57.1 

14.3 

14.9 

23.8 

75.6 

31.1 

1  United  States  savings  bonds,  series  A-F  and  J,  are  included  at  current  redemption  value. 

>  Excludes  guaranteed  securities  held  by  the  Treasury.  Not  all  of  total  shown  is  subject  to  statutory  debt 
limitation. 

*  Includes  commercial  banks,  trust  companies,  and  stock  savings  banks  in  the  United  States  and  Terri¬ 
tories  and  isiand  possessions;  figures  exclude  securities  held  in  trust  departments.  Since  the  estimates  in 
this  table  are  on  the  basis  of  par  vaiues  and  inciude  holdings  of  banks  in  United  States  Territories  and  pos¬ 
sessions,  they  do  not  agree  with  the  estimates  in  Table  B-49,  which  are  based  on  book  values  and  relate  only 
to  banks  within  the  United  States. 

4  Exclusive  of  banks  and  insurance  companies. 

>  Includes  trust,  sinking,  and  investment  funds  of  State  and  local  governments  and  their  agencies,  and  of 
Territories  and  possessions. 

'  Includes  partnerships  and  personal  trust  accounts. 

’  Includes  savings  and  loan  associations,  nonprofit  institutions,  corporate  pension  trust  funds,  dealers  and 
brokers,  and  investments  of  foreign  balances  and  international  accounts  in  this  country.  Be^niiing  with 
December  1946,  the  international  accounts  include  investments  by  the  International  Bank  for  Reconstruc¬ 
tion  and  Deveiopment,  the  International  Monetary  Fund,  the  International  Development  Association,  the 
Inter-American  Development  Bank,  and  various  United  Nations’  funds,  in  special  non-lnterest-bearlng 
notes  and  bonds  issued  by  the  U.S.  Government.  Be^nning  with  June  30,  1947,  includes  holdings  of 
Federal  land  banks. 

I  Preliminary  estimates  by  Council  of  Economic  Advisers.  ' 

Source;  Treasury  Department  (except  as  noted). 


Table  B-58. — Average  length  and  maturity  distribution  of  marketable  interest-bearing 
public  debt,  1946-66 


Maturity  class 

End  of  year  or  month 

out¬ 

standing 

Within 
1  year 

1  to  5 
years 

5  to  10 
years 

10  to  20 
years 

20yearsli  length 

and  ' 
over  li 

Millions  of  dollars 

!  Years 

Months 

Fiscal  year: 

1 

1946 . 

189,606 

61, 974 

24,763 

41,807 

17. 461 

43,599  9 

1 

1947 . 

168,702 

51,211 

21,851 

35,562 

18,  597 

41,481  ’  9 

5 

1948 . 

160,346 

48, 742 

21,630 

32,264 

16,229 

41,481  9 

o 

1949 . - 

155. 147 

48, 130 

32,562 

16,  746 

22,821 

34.888  1:  8 

9 

1950 . 

155,310 

42,338 

51. 292 

7,792 

28,035 

25, 8.53  1  8 

o 

1951 . 

137,917 

43,908 

46. 526 

8,707 

29,979 

8. 797  '  6 

7 

1952 . 

140. 407 

46,367 

47, 814 

13,933 

25,700 

6, 594  :  5 

S 

1953 . 

147, 335 

65,270 

36,161 

15,651 

28,662 

1. 592  ;  5 

4 

1954 . 

150,354 

62,734 

29,866 

27, 515 

28,634 

1.6%  ,  5 

6 

1955 . 

155,206 

49,703 

39, 107 

34,253 

28,613 

3, 530  5 

10 

1956 . 

154,953 

58,714 

34. 401 

28,908 

28,578 

4,351  !  5 

4 

1957 . 

155,  705 

71, 952 

40,669 

12,328 

26. 407 

4. 349  4 

9 

1958 . 

166. 675 

67, 782 

42,  557 

21, 476 

27,652 

7,208  1  5 

3 

1959....’. . 

178, 027 

72,958 

58. 304 

17,052 

21, 625 

8,088  4 

I960 . 

183,845 

70, 467 

72,844 

20,246 

12,630 

7,658  4 

4 

1961 . 

187, 148 

81,120 

58.400 

26, 435 

10.233 

10, 960  4 

6 

1962 . 

196, 072 

88,442 

57,041 

26.049 

9,319 

15,221  ,  4 

11 

1963 . 

203,508 

85,294 

58,026 

37, 385 

8.360 

14, 444  5 

1 

1964 . 

206,489 

81. 424 

65,453 

34,929 

8,355 

16, 328  5 

0 

1965 . 

208,695 

87,637 

56,198 

39. 169 

8.449 

17, 241  5 

4 

1966 . 

209, 127 

89,136 

60,933 

33,5% 

8,439 

17,023  4 

11 

1965;  Jan . 

214,411 

86,798 

57,886 

43,902 

6,107 

19,718  !  5 

5 

Feb . 

214,863 

89,829 

59,703 

39,532 

6,1% 

19, 693  I  5 

4 

Mar . 

212, 507 

87, 517 

62, 135 

37,120 

6,1% 

19, 630  ;  5 

4 

Apr . 

212,451 

88,126 

61,487 

37,116 

6,1% 

19, 616  5 

3 

May . 

210, 954 

89,901 

56, 178 

39, 172 

8,450 

17,253  5 

4 

June . 

208,695 

87, 637 

56,198 

39, 169 

8,449 

17,241  5 

4 

July . 

208,664 

87,635 

.56, 192 

39,166 

8,448 

17,222  5 

3 

Aug . 

208,402 

92,446 

55,266 

35,032 

8,448 

17, 210  5 

3 

Sept . 

208,381 

92,444 

55,264 

35,027 

8,447 

17, 199  5 

3 

Oct . 

212,097 

96,491 

54,952 

35,024 

8, 446 

17, 184  5 

1 

214,619 

93,392 

60,593 

35,021 

8,446 

17, 167  5 

0 

Dec . 

214,604 

93,396 

60,602 

35,013 

8,445 

17,148  5 

u 

1966:  Jan . 

217,656 

96,461 

60,608 

35, 013 

8,444 

17, 131  4 

10 

Feb . 

217, 690 

94,226 

62, 893 

35,008 

8,443 

17, 120  4 

11 

Mar . 

215, 150 

91,704 

64,306 

33,607 

8,442 

17,092  4 

11 

Apr . 

215, 004 

91, 820 

64,076 

33,603 

8,441 

17,065  4 

10 

213, 764 

92,231, 

62,453 

33,600 

8,440 

17, 040  i  4 

11 

June . . . 

209, 127 

89,136 

60,933 

33,5% 

8,439 

17,023  1  4 

11 

July . - 

2C9, 108 

89, 138 

60,932 

33,592 

8,439 

17,  %7  4 

10 

Aug . 

211,402 

92,238 

62,957 

30,783 

8,437 

16,987  4 

11 

Sept . 

211,771 

92,642 

62, 952 

30,774 

8,436 

16,  %7  4 

10 

Oct . 

215,313 

96,656 

62, 495 

30, 771 

8,435 

16,957  4 

H 

Nov . 

217,239 

104,398 

59, 459 

28,008 

8,434 

16,940  4 

8 

Dec . 

218,025 

105,218 

59,447 

28,005 

8,433 

16.923  4 

' 

Note.— All  issues  classifled  to  final  maturity  except  partially  tax-exempt  bonds,  which  were  classified  to 
earliest  call  date  (the  last  of  these  bonds  were  called  on  Aug.  14, 1962,  for  redemption  on  Dec.  15. 19621. 

Source:  Treasury  Department. 


Table  B-59. — Federal  administrative  budget  receipts  by  source  and  expenditures  by  function, 
fiscal  years  1939-68  * 

[Millions  of  dollars] 


Fi^ 

year 

Net  receipts 

Expenditures 

Total 

Indi¬ 

vidual 

income 

taxes 

Corpo¬ 

ration 

income 

taxes 

Excise 

taxes 

Em¬ 

ploy¬ 

ment 

taxes 

Estate 

and 

gift 

taxes 

Cus¬ 

toms 

Mis¬ 

cella¬ 

neous 

re¬ 

ceipts 

Inter¬ 

fund 

trans¬ 

actions 

Total 

Na¬ 

tional 

defense 

Tntema- 

tlonal 

affairs 

and 

finance 

1 

1939.... 

4,979 

1,022 

1, 138 

1,861 

127 

357 

302 

188 

-17 

8,841 

1,076 

20 

1940.... 

5,137 

959 

1,123 

1,973 

165 

357 

331 

237 

-7 

9,065 

1,498 

61 

1941.... 

7,096 

1,400 

2,029 

2,555 

117 

403 

365 

235 

-7 

13,255 

6,054 

145 

1942.... 

12,547 

3,205 

4,727 

3,393 

154 

421 

369 

286 

-9 

34,037 

23,970 

1,839 

1943... 

21,947 

6,490 

9,570 

160 

442 

308 

924 

-39 

79,368 

63,216 

3,299 

1944... 

43,563 

14,737 

4, 761 

200 

507 

417 

3,313 

-73 

94,986 

76,767 

3,642 

1945... 

44,362 

18, 415 

15,146 

6,267 

189 

638 

341 

3,480 

-113 

81,277 

8,312 

1946... 

39,650 

16, 157 

11,833 

6,999 

213 

669 

424 

3,476 

-122 

60,326 

43,226 

3. 107 

1947.... 

39,677 

17,835 

8,569 

7,207 

314 

770 

477 

4,614 

-109 

38,923 

14,398 

6,536 

1948... 

41, 375 

9,678 

7,356 

50 

890 

403 

3,807 

-113 

32,955 

11,779 

4,666 

1949.... 

37,663 

15,548 

11, 195 

235 

780 

367 

2,069 

-33 

39,474 

12,926 

6,062 

1950... 

36,422 

15,745 

7,549 

225 

698 

407 

1,422 

-73 

39,544 

ISRIl 

4,674 

1951.... 

47,480 

21,643 

8,648 

234 

708 

609 

1,620 

-88 

43,970 

22,471 

3,736 

1952.... 

61,287 

27,913 

21,225 

8,851 

2.56 

818 

533 

1,794 

-104 

2,826 

1953  ... 

64,671 

21,238 

9,868 

274 

881 

596 

1,869 

-154 

74,120 

RikSI 

2,216 

1954.... 

64,420 

9,945 

283 

934 

542 

2,309 

-236 

67,637 

46,986 

1,732 

1955.... 

17,861 

9, 131 

579 

924 

685 

2,562 

-181 

64,389 

40.695 

2,310 

1956... 

67,850 

EDEEjI 

9,929 

322 

1, 161 

682 

3,003 

-315 

66,224 

2,467 

1957.... 

21, 167 

328 

1,365 

735 

2,760 

-467 

68,966 

43,368 

>3,546 

1958  ... 

68,550 

34,724 

333 

1,393 

782 

3,200 

-567 

71.369 

44,234 

3,659 

1959... . 

67,915 

36,719 

8,504 

321 

1,333 

925 

3,160 

-365 

46,483 

4,980 

I960.... 

77,763 

21,494 

9,137 

339 

1,606 

1, 105 

4,062 

-694 

76,539 

45,691 

3, 195 

1961.... 

77,659 

41,338 

• 

1,896 

982 

4,080 

-654 

81, 616 

47.494 

4, 124 

1962... 

81,409 

45,571 

20,523 

9,585 

2,016 

1, 142 

3,206 

-633 

87,787 

4,623 

1963... 

86,376 

47,588 

21,579 

9,915 

. 

2,167 

1,205 

4,435 

-513 

92,642 

62,755 

4,412 

1964... 

89,459 

48,697 

23,493 

2,394 

1,252 

4,076 

-664 

97,684 

54,181 

4,032 

1965  ... 

48,792 

25,461 

2,716 

1,442 

4,619 

-870 

96, 19)7 

4,506 

1966-... 

55,446 

9,145 

3,066 

1,767 

6,865 

-635 

4, 191 

1967* 

116,995 

34,400 

3,100 

1,980 

6,780 

-766 

126,729 

4,608 

1968  »... 

126,937 

mil 

3,100 

2,100 

6,517 

-682 

135,033 

75.487 

4,797 

See  footnotes  at  end  of  table. 
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Table  B-59. — Federal  administrative  budget  receipts  by  source  and  expenditures  by  furution, 
fiscal  years  1939-68  • — Continued 

[Millions  of  dollars] 


! 


I 


Expenditures— Continued 


Fiscal 

year 

Space 

re¬ 

search 

and 

tech¬ 

nology 

Agri¬ 

culture 

and 

agri¬ 

cultural 

re¬ 

sources 

Natural 

re¬ 

sources 

(*) 

Com¬ 

merce 

and 

trans¬ 

porta¬ 

tion 

Hous¬ 

ing 

and 

com¬ 

mu¬ 

nity 

devel¬ 

op¬ 

ment 

Health, 

labor, 

and 

welfare 

Edu¬ 

cation 

Veter¬ 

ans 

bene¬ 

fits 

and 

services 

In¬ 

terest 

Gen¬ 

eral 

gov¬ 

ern¬ 

ment 

Allow¬ 

ances 

Inter¬ 

fund 

trans¬ 

actions 

{*) 

1939.... 

■ 

1,199 

360 

662 

-148 

3,866 

41 

660 

950 

335 

-80 

1940.... 

1,538 

471 

454 

35 

3,000 

41 

652 

RSI 

370 

-14 

1941.... 

1,314 

452 

877 

129 

2,536 

43 

566 

1, 123 

-101 

1942.... 

■a 

1,482 

533 

2,600 

215 

1,926 

47 

558 

1,272 

515 

-933 

1943.... 

23 

610 

501 

7,211 

309 

1, 132 

47 

606 

1,825 

825 

-236 

1944.... 

30 

1,215 

402 

7,725 

316 

881 

94 

745 

2,623 

989 

-433 

1945.... 

38 

1,607 

319 

4,143 

-185 

864 

154 

2,095 

3,662 

880 

139 

1946.... 

32 

747 

342 

886 

-193 

868 

79 

4,415 

4,816 

955 

1947.... 

35 

1,243 

648 

655 

386 

1,148 

62 

7,381 

1,353 

196 

1948.... 

38 

575 

743 

1,218 

94 

1,213 

68 

6,653 

5,248 

1,263 

-501 

1949.... 

49 

2,512 

1,087 

1,618 

295 

1,433 

67 

6,725 

5,445 

239 

1950.... 

54 

2,795 

1,206 

1,789 

?68 

1,790 

78 

6,646 

5,817 

1. 170 

267 

1951.... 

62 

676 

1,278 

1,625 

531 

1,863 

103 

5,714 

-793 

1952.... 

67 

1,060 

1,378 

1,888 

593 

1,916 

191 

4,933 

5,934 

1, 445 

-961 

1953.... 

79 

2,949 

1,484 

1,926 

396 

2,052 

320 

4,368 

6,583 

1,461 

-154 

1954.... 

90 

2,564 

1,326 

1,219 

-628 

2,122 

326 

4,341 

6,470 

1,226 

-235 

1955.... 

74 

4,246 

1,216 

1,228 

136 

2,16' 

377 

4,522 

6,438 

1,166 

-181 

1956.... 

71 

4.234 

1, 125 

1,892 

-10 

2,462 

343 

4,810 

6,846 

1,576 

-315 

1957.... 

76 

2,952 

1,320 

1,305 

-118 

2,631 

437 

4,870 

EEH 

1,738 

-467 

1958.... 

89 

3,066 

1, 587 

1,632 

30 

3,042 

541 

5,184 

7,689 

-567 

1959.... 

145 

5,354 

1,741 

2,025 

970 

3,841 

732 

5,287 

7,671 

-358 

I960.... 

401 

3,475 

1,798 

1,963 

122 

3,650 

866 

5,266 

9,266 

1,542 

-694 

1961.... 

744 

3,498 

2,100 

2,573 

320 

4,200 

943 

5,414 

ESO 

-654 

1962.... 

1,257 

4,116 

2,264 

2,774 

349 

4,481 

1,076 

5,403 

9,198 

1,875 

-633 

1963.... 

2,652 

5,050 

2,506 

2,843 

-67 

4,715 

1,244 

5,186 

9,980 

1,979 

-513 

1964.... 

4,171 

6,129 

2,658 

3,002 

-80 

5,381 

1,339 

5,492 

10,765 

2,280 

-664 

1965.... 

5,093 

4,696 

2,851 

3,490 

-104 

5,797 

1,544 

5,495 

11,435 

2,402 

-370 

1966  ... 

5,933 

3,307 

3,120 

2,969 

347 

7,674 

2,834 

5,023 

12, 132 

2,464 

—635 

1967 »... 

5,600 

3,036 

3,226 

3,495 

890 

10,389 

3,304 

6,394 

2,725 

-766 

1968«... 

5,300 

3,173 

3,518 

3,089 

1,023 

11,304 

2,816 

6,124 

14, 152 

2,781 

•2,150 

-682 

>  For  administrative  budget  surplus  or  deficit,  see  Table  B-60. 

3  Beginning  1957,  includes  agricultural  commodities  donated  abroad  through  voluntary  agencies;  classi¬ 
fied  under  “Agriculture  and  agricultural  resources”  in  the  earlier  years. 

<  Beginning  with  1952,  includes  watershed  projects  of  the  Soil  Conservation  Service;  these  are  classified 
under  “Agriculture  and  agricultural  resources”  In  the  earlier  years. 

t  Includes  adjustment  to  Daily  Treasury  Statement  prior  to  195,3. 

'  Estimate. 

*  Includes  allowance  of  $1  billion  for  civilian  and  military  pay  increases,  $750  miilion  for  possible  shortfall 
in  asset  sales,  and  $400  miilion  for  contingencies. 

Sources:  Treasury  Department  and  Bureau  of  the  Budget. 
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Table  B-60. — Federal  administrative  budget  receipts  and  expenditures  and  the  public  debt,  1929-68 

[MiUlons  of  dollars] 


Fiscal  or  calendar  year 


Public 
debt  at  end 
of  year  * 


>  Oross  receipts  less  refunds  of  receipts  and  transfers  of  tax  receipts  to  the  oid-age  and  survivors  insurance 
trust  fund,  the  disability  insurance  trust  fund,  the  raiiroad  retirement  account,  the  unemployment  trust 
fund,  and  the  highway  trust  fund. 

2  Includes  guaranteed  issues  except  those  held  by  the  Treasury.  The  change  in  the  public  debt  from 
year  to  year  reflects  not  only  the  budget  surplus  or  deficit  but  also  changes  in  the  Qovemment’s  cash 
bn  hand,  and  the  use  of  corporate  debt  and  investment  transactions  by  certain  Government  enterprises. 

>  Estimate. 

Sources:  Treasury  Department  and  Bureau  of  the  Budget. 
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Table  B-61. — Government  cash  receipts  from  and  payments'  to  the  public,  1946-68 
[BUUoiu  of  dollars] 


Fiscal  or  calendar  year 


Excess 
of  re- 

Cash 

Cash 

ceipts 

re- 

pay- 

or  of 

ceipts 

ments 

pay¬ 

ments 

(-) 

11.3 

9.4 

12.9 

12.0 

14.8 

14.7 

16.3 

17.0 

17.8 

19.0 

19.6 

20.0 

21.3 

21.3 

22.9 

22.7 

24.2 

26.3 

26.4 

27.7 

29.3 

30.2 

31.7 

33.0 

33.6 

35.9 

36.4 

37.3 

40.3 

40.1 

43.1 

43.7 

47.1 

46.2 

60.3 

49.3 

64.9 

53.4 

69.6 

58.0 

64.8 

61.6 

1.9 

.9 

<  For  derivation  of  Federal  cash  receipts  and  payments,  see  Budget  of  the  United  Statee  Oocernmentfor  the 
Fiical  Year  ending  June  SO,  1968,  and  Tal)Ie  B-64. 

•  Estimated  by  Council  of  Economic  Advisers  from  receipts  and  expenditures  in  the  national  income 
accounts.  Cash  receipts  consist  of  personal  tax  and  nontax  receipts,  indirect  business  tax  and  nontax 
accruals,  and  corporate  tax  accruals  adjusted  to  a  collection  basis.  Cash  payments  are  total  expenditures 
less  Federal  grants-in-^d  and  less  contributions  for  social  insurance.  (FMeral  grants-in-aid  are  therefore 
excluded  from  State  and  local  receipts  and  payments  and  included  only  in  Federal  payments.)  See  Table 
R-62. 

>  Surplus  of  $49  million. 

<  Estimate. 

>  Deficit  of  $13  million. 

Sources:  Treasu^  Department,  Bureau  of  the  Budget,  Department  of  Commerce  (Office  of  Business 
Economics),  and  Council  of  Economic  Advisers. 
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Table  B-62. — Government  receipts  and  expenditures  in  the  national  income  and  product  accounts, 

1929-66 

[BiUions  of  dollars] 


Calendar  year  or  quarter 

Total  government 

Federal  Government  ■ 

State  and  local 
government 

Re¬ 

ceipts 

Ex¬ 

pendi¬ 

tures 

Sur¬ 
plus  or 
deficit 
(-),  na¬ 
tional 
income 
and 
prod¬ 
uct  ac¬ 
counts 

Re¬ 

ceipts 

Ex¬ 

pendi¬ 

tures 

Sur¬ 
plus  or 
deficit 
(-),  na¬ 
tional 
income 
and 
prod¬ 
uct  ac¬ 
counts 

Re¬ 

ceipts 

Ex¬ 

pendi¬ 

tures 

Sur¬ 
plus  or 
deficit 
(-),  na¬ 
tional 
income 
and 
prod¬ 
uct  ac¬ 
counts 

1920 . 

11.3 

10.3 

1.0 

3.8 

2.6 

1.2 

7.6 

7.8 

-0.2 

1030 . 

10.8 

11.1 

-.3 

3.0 

2.8 

.3 

7.8 

8.4 

-.6 

1931 . 

9.5 

12.4 

-2.9 

2.0 

-2.1 

7.7 

8.5 

-.8 

1932 . 

8.9 

10.6 

-1.8 

1.7 

-1.5 

7.3 

7.6 

-.3 

1033 . - . . 

9.3 

10.7 

-1.4 

10 

-1.3 

7.2 

7.2 

-.1 

1034 . — . 

10.5 

12.9 

-2.4 

6.4 

-2.9 

8.6 

8.1 

.5 

1936 . — - . 

11.4 

13.4 

-2.0 

10 

6.5 

-2.6 

9.1 

8.6 

.6 

1036 . . 

12.0 

16.1 

-3.1 

6.0 

8.7 

-3.6 

8.6 

8.1 

.5 

1937 . - . 

15.4 

15.0 

.3 

7.0 

7.4 

-.4 

9.1 

8.4 

.7 

1038 . 

16.0 

16.8 

-1.8 

6.6 

8.6 

-2.1 

0.3 

9.0 

.4 

1939 . - . - . 

15.4 

17.6 

-2.2 

6.7 

8.9 

-2.2 

9.6 

0.6 

(*) 

1940 . - .  - 

17.7 

18.4 

-.7 

8.6 

10.0 

-1.3 

10.0 

9.3 

.6 

1941 . 

25.0 

28.8 

-3.8 

16.4 

20.6 

-6.1 

10.4 

9.1 

1.3 

1942 . - . - 

32.6 

KAil 

-31.4 

22.9 

56.1 

-33.1 

10.6 

8.8 

1.8 

1943 . - . 

40.2 

93.3 

-44.1 

30.3 

85.8 

-46.6 

10.9 

8.4 

2.5 

1944 . 

51.2 

103.0 

-61.8 

41.0 

95.5 

-64.6 

11.1 

8.6 

2.7 

1946 . 

53.2 

92.7 

-39.6 

42.5 

84.6 

-42.1 

11.6 

9.0 

2.6 

1946 . 

45.6 

5.4 

39.1 

35.6 

3.5 

12.0 

11.0 

1.9 

1947 . 

66.8 

42.4 

14.4 

43.2 

29.8 

13.4 

15.3 

14.3 

1.0 

1948 . - . 

68.0 

50.3 

8.5 

43.3 

34.9 

8.4 

17.6 

17.4 

.1 

1949 . 

86.0 

59.1 

-3.2 

38.0 

41.3 

-2.4 

19.3 

20.0 

-.7 

1950 . 

68.7 

60.8 

7.8 

49.0 

40.8 

9.1 

21.1 

22.3 

-1.2 

1961 . 

84.8 

79.0 

6.8 

610 

67.8 

6.2 

23.3 

23.7 

-.4 

1962 . 

89.8 

03.7 

-3.8 

67.2 

71.0 

-3.8 

25.2 

25.3 

(«) 

1063 . 

04.3 

101.2 

-6.9 

7a  0 

77.0 

-7.0 

27.2 

27.0 

.1 

1964.. . 

89.7 

96.7 

-7.0 

63.8 

69.7 

-5.9 

28.8 

20.9 

-1.1 

1966 . 

HQXI 

97.6 

2.7 

7Z1 

68.1 

4.0 

3Z7 

-1.3 

1966 . 

109.0 

104.1 

4.9 

77.6 

71.9 

6.7 

35.6 

-.9 

1967 . 

116.6 

114.9 

.7 

81.6 

79.6 

Z1 

30.6 

-1.4 

1968 . 

114.7 

127.2 

-12.5 

78.7 

88.9 

-10.2 

44.0 

-Z3 

1969 . 

128.9 

131.0 

-2.1 

89.7 

91.0 

-1.2 

46.8 

-.8 

1960 . 

139.8 

136.1 

3.7 

06.6 

93.0 

3.5 

49.6 

.2 

1961 . 

144.6 

149.0 

-13 

ga3 

lOZl 

-3.8 

53.6 

64.1 

-.5 

1962 . 

167.0 

150.9 

-Z9 

ioa4 

110.3 

-3.8 

6S.6 

57.6 

.9 

1963 . 

168.8 

166.9 

1.8 

1115 

113.9 

.7 

63.4 

62.2 

1.2 

1984 . 

174.2 

175.6 

-1.4 

115.1 

118.1 

69.6 

67.9 

1.7 

1965 . 

180.0 

186.8 

3.2 

1219 

123.4 

1.6 

75.3 

73.7 

1.6 

1966  » . 

*212.2 

208.7 

3.5 

*  142.  4 

142.2 

.2 

*84.3 

81.0 

3.3 

Seasonally  adjusted  annual  rates 


1964:  I . 

172.3 

173.2 

-0.9 

115.3 

117.2 

-1.9 

65.7 

1.0 

11 . 

170.8 

176.6 

112.3 

119.1 

-6.7 

68.7 

67.6 

1.1 

Ill . 

175.4 

176.2 

115.4 

118.4 

-8.0 

70.8 

68.6 

2.2 

IV . 

178.3 

176.2 

■a 

117.2 

117.7 

-.5 

69.5 

2.6 

1965:  I . 

186.5 

180.1 

6.4 

124.0 

119.6 

4.5 

71.5 

1.0 

II . 

188.5 

182.4 

6.1 

125.0 

120.6 

4.4 

74.6 

72.9 

1.7 

Ill . 

188.6 

189.6 

-1.0 

123.8 

126.3 

-2.6 

75.9 

74.4 

1.5 

IV . 

102.6 

191.2 

1.4 

126.0 

127.0 

-.2 

77.3 

75.7 

1.6 

1966:  I . 

203.1 

108.4 

4.7 

136.0 

133.7 

2.3 

80.1 

77.7 

2.4 

II . 

209.6 

202.2 

7.3 

141.0 

137.1 

3.8 

83.2 

79.7 

3.5 

Ill . 

215.9 

21Z6 

3.3 

145.3 

145.8 

-.5 

85.9 

82.1 

3.8 

TV  p  . 

221.6 

152.2 

84.7 

..  .  .  1 

I  See  Note,  Table  B-63. 

>  Surplus  of  $32  million. 

>  Deficit  of  $41  million. 

*  Data  for  corporate  profits  are  approximations  for  the  year  as  a  whole;  data  for  fourth  quarter  are  not 
available.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate. 

Note.— Federal  grants-in-aid  to  State  and  local  governments  are  refiected  in  Federal  expenditures  and 
State  and  local  receipts  and  expenditures.  Total  government  receipts  and  expenditures  have  been  adjusted 
to  eliminate  this  duplication. 

Data  for  Alaska  and  Hawaii  included  beginning  1060. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-63. — Federal  Government  receipts  and  expenditures  in  the  national  income  aid 
product  accounts,  1946-68 
[Billions  of  dollarsi 


goods  To 

and  To  for- 
serv-  per-  elgn- 
ices  sons  ers 
(net) 


38.4 

16.9 

8.3 

7.4 

6.8 

55.5 

40.1 

42.7 

18.8 

10.6 

7.9 

6.6 

29.5 

13.0 

8.3 

43.6 

20.0 

11.2 

7.9 

4.6 

30.9 

13.2 

8.7 

40.0 

16.3 

11.0 

8.0 

4.8 

39.6 

19. 

3 

8.1 

42.0 

16.5 

11.9 

8.2 

6.5 

42.4 

19.0 

11.3 

60.8 

23.2 

21.6 

9.6 

6.6 

44.6 

25.1 

8.1 

65.1 

28.8 

19.3 

9.7 

7.3 

66.0 

46.6 

8.5 

66.3 

31.4 

19.7 

10.7 

7.6 

75.8 

66.1 

9.3 

65.8 

30.3 

17.3 

10.4 

7.8 

74.2 

53.2 

10.5 

67.2 

29.7 

18.7 

10.0 

8.7 

67.3 

43.9 

12.1 

75.8 

33.6 

21.1 

10.8 

10.2 

69.8 

45.2 

12.8 

80.7 

36.7 

20.6 

11.7 

11.7 

76.0 

47.7 

14.4 

77.9 

36.3 

17.8 

11.6 

12.2 

83.1 

60.7 

17.8 

85.4 

38.2 

21.5 

11.9 

13.8 

90.9 

54.7 

19.8 

94.8 

42.5 

22.3 

13.2 

16.7 

91.3 

62.7 

20.6 

65.3 

43.6 

20.3 

13.3 

18.1 

96.0 

55. 

104.2 

47.3 

22.9 

14.2 

19.9 

106.4 

60. 

110.2 

49.6 

23.5 

15.0 

22.1 

111.4 

63. 

!■ 

115.5 

50.7 

25.6 

15.6 

23.6 

116.9 

65. 

m 

120.6 

51.3 

27.8 

16.9 

24.6 

118.3 

64. 

3 

28.2 

132.6 

57.9 

3a  7 

15.9 

28.1 

132.3 

71.7 

32.0 

146.8 

65.6 

32.3 

16.5 

3&5 

163.6 

83.6 

37.4 

167.1 

76.8 

35.3 

16.9 

38.1 

169.2 

91.9 

44.0 

39.1 

17.2 

8.6 

7.8 

5.5 

35.6 

17.2 

9.2 

43.2 

19.6 

10.7 

7.8 

5.1 

29.8 

12.5 

8.8 

43.3 

19.0 

11.8 

8.0 

4.5 

34.9 

16.6 

7.6 

38.9 

16.1 

9.8 

8.0 

4.9 

41.3 

20.1 

8.7 

49.9 

18.1 

17.0 

8.9 

6.9 

40.8 

18.4 

10.8 

64.0 

26.1 

21.6 

9.4 

7.1 

57.8 

37.7 

8.6 

67.2 

31.0 

18.6 

10.3 

7.4 

71.0 

51.8 

8.8 

70.0 

32.2 

19.5 

10.9 

7.4 

77.0 

57.0 

9.6 

63.8 

29.0 

17.0 

9.7 

8.1 

69.7 

47.4 

11.6 

72.1 

31.4 

20.6 

10.7 

9.3 

68.1 

44.1 

12.4 

77.6 

35.2 

20.6 

11.2 

10.6 

71.9 

45.6 

13.4 

81.6 

37.4 

20.2 

11.8 

12.2 

79.6 

49.5 

15.7 

78.7 

36.8 

18.0 

11,5 

12.4 

88.9 

53.6 

19.5 

89.7 

39.9 

22.6 

12.5 

14.8 

91.0 

53.7 

20.1 

96.5 

43.6 

21.7 

13.5 

17.7 

93.0 

63.6 

21.6 

98.3 

44.7 

21.8 

13.6 

18.2 

102.1 

67.4 

24.9 

106.4 

48.6 

22.7 

14.6 

2a6 

110.3 

63.4 

25.6 

114.5 

61.6 

24.6 

15.3 

23.1 

113.9 

64.2 

27.0 

115.1 

48.6 

26.5 

16.2 

23.9 

118.1 

65.2 

27.8 

124.9 

64.2 

29.1 

16.8 

24.8 

123.4 

66.8 

30.3 

*142.4 

61.9 

>31.6 

16.0 

33.0 

142.2 

77.0 

34.2 

116.3 

60.4 

26.0 

112.3 

46.2 

26.1 

115.4 

48.1 

26.1 

117.2 

49.6 

26.7 

124.0 

63.4 

28.7 

126.0 

64.9 

28.7 

123.8 

53.8 

28.  ( 

126.9 

54.7 

30.3 

13a  0 

67. 1 

31.9 

141.0 

60.7 

31.1 

145.3 

63.9 

31.  e 

66.8 

>  Estimate. 

>  Data  for  corporate  profits  are  approximations  for  the  year  as  a  whole:  data  for  fourth  quarter  are  not  avail¬ 
able.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate. 

Note. — These  accounts,  like  the  cash  budget,  include  the  transactions  of  the  trust  accounts.  Unlike 
both  the  administrative  budget  and  the  cash  statement,  they  exclude  Certain  financial  transactions.  In 


are  included  in  receipts  on  an  accrual  instead  of  a  cash  basis;  expenditures  are  timed  with  the  delivery  in¬ 
stead  of  the  payment  for  goods  and  services;  and  CCC  guaranteed  price-support  crop  loans  financed 
by  banks  are  counted  as  expenditures  when  the  loans  are  made,  not  when  CCC  redeems  them. 

Data  for  Alaska  and  Hawaii  included  beginning  ISfiO. 

Sources:  Department  of  Commerce  (Office  of  Business  Economics)  and  Bureau  of  the  Budget. 


Table  B-64. — Relation  oj  three  measures  oj  Federal  Government  receipts  and  expenditures, 

fiscal  years,  1964-68  • 

[BUUcns  of  didlan] 


Receipts  or  expenditures 


RECEIPTS 

AdminMnUire  badfet  reoeipta . 

Plus:  Trust  fund  receipts . 

Less;  Intragovemmentai  transactions . 

Receipts  from  exercise  of  the  monetary  authority. ... 

Equak:  Federal  reraipts  from  the  public . 

Less; 

Exclusions  from  the  Federai  sector,  nationai  income 
accounts: 

Loans  repaid . . . 

Items  classified  in  another  sector: 

District  of  Columbia . 

Foreign  assistance,  military  trust . 

Plus: 

Exclusions  from  Federal  receipts  from  tho  public: 

Excess  of  accruals  over  collections . 

Employer/empioyee  contributions  to  Federal  re¬ 
tirement  funds . 

Plus; 

Miscellaneous  netting,  grossing,  and  reiated  adjust¬ 
ments: 

Receipts  netted  against  expenditures,  etc . 

Other . 

Equals:  Federal  receipts,  national  income  and  product  accounts. 

EXPENDITURES 

AdminlatiatiTe  budget  expenditures . 

Plus;  Trust  fund  expenditures  • . 

Len;  Intragovemmentai  transactions . 

Debt  issued  in  lieu  of  checks  and  other  adjustments.. 

Equals:  Federal  payments  to  the  public . 

Less;  Exclusions  from  the  Federal  sector: 

Loans  and  financial  transactions: 

Lending:  Net . .v . 

Federal  land  banks  and  Federal  home  loan  banks.. 
Acquisition  of  foreign  currency  for  financing  agri¬ 
cultural  exports . 

Items  classified  in  other  sectors: 

District  of  Columbia . 

Foreign  assistance,  military  trust . 

Plus;  Exclusions  from  Federal  payments  to  public; 

Excess  of  deliveries  or  accruals  over  payments . 

Employer/employee  contributions  to  Federal  retire¬ 
ment  funds . 

Plus:  Miscellaneous  netting,  grossing,  and  related  adjust¬ 
ments: 

Receipts  netted  against  expenditures . 

Other . 

Equals:  Federal  expenditures,  national  Ineome  and  product 
accounts . 


■  The  Federal  sector  receipts  and  e^nditures  are  identical  to  those  published  by  the  Department  of 
Commerce  in  the  Survet  of  Current  Butineu. 

>  Data  for  1067  and  1068  are  estimates. 

*  Includes  Oovemment  sponsored  enterprises,  net. 

Non.— Data  for  Alaska  and  Hawaii  included. 

Sources:  Bureau  of  the  Budget  and  Department  of  Commerce  (Office  of  Business  Economics). 
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Table  B-65. — State  and  local  government  revenues  and  expenditures,  selected  fiscal  years,  1927-65 

[Millions  of  dollars] 


Fiscal  year  • 

General  revenues  by  source  > 

Total 

Prop¬ 

erty 

taxes 

Sales 

and 

gross 

re¬ 

ceipts 

taxes 

Indi¬ 

vidual 

income 

taxes 

Corpo¬ 

ration 

net 

income 

taxes 

Reve¬ 

nue 

from 

Fed¬ 

eral 

Gov¬ 

ern¬ 

ment 

All 
other 
reve¬ 
nue  > 

1927 . 

7,271 

4,730 

470 

■ 

92 

116 

1,793 

1932 . 

7,267 

4,487 

752 

79 

232 

1,643 

1934 . 

7,^ 

49 

1,449 

1936 . 

8,395 

4,083 

1,484 

113 

BK&j 

nEni] 

1938 . 

9,228 

4, 440 

1,794 

mm 

165 

800 

1,811 

1940 . 

9,6C8 

4,430 

1,982 

224 

156 

945 

1,872 

1942 . 

10, 418 

4,537 

2,351 

276 

272 

858 

2,123 

1944 . 

EDEEI 

4,604 

2,289 

^40 

451 

954 

1946 . 

12,356 

4,986 

2,986 

422 

447 

oud 

1948 . 

17, 250 

6,126 

4,442 

543 

592 

1,861 

nig 

1950 . 

7,349 

5,154 

788 

593 

2,486 

MM 

1952 . 

25, 181 

8,652 

6,357 

998 

846 

2,566 

5,763 

1953 . 

27,307 

9,375 

6,927 

1,085 

817 

2,870 

6,252 

1954 . 

7,276 

1,127 

778 

2,966 

6,897 

1955 . 

31,073 

10, 735 

7,643 

1,237 

744 

3, 131 

7,584 

1956 . 

34,667 

11,749 

8,691 

1,538 

890 

3,335 

8,455 

1957 . 

38, 164 

TuKTi* 

9,467 

1,754 

984 

3,843 

9,252 

1958 . 

41, 219 

9,829 

1,  759 

1,018 

4,885 

9,699 

1959 . 

45,308 

10, 437 

1,994 

6,377 

10,  516 

1960 . 

50,505 

11,849 

2,463 

1, 180 

6,954 

11,634 

1961 . 

54, 037 

12,463 

2,613 

1,266 

7,131 

12,563 

1962 . 

58,252 

■)ivi 

13,494 

1,308 

7,871 

13,439 

1963 . 

62,890 

14, 456 

3,269 

1,505 

8,722 

14,850 

1962-63  ‘ . 

62,269 

14, 446 

3,267 

1,505 

8,663 

14,555 

1963-64  » . 

68,443 

21, 241 

15, 762 

3,791 

1,695 

■  IIMSW 

15, 9.52 

1964-65  • . 

74,341 

22,918 

17,118 

1,929 

11,029 

17,257 

Qeneral  expenditures  by  function  * 


Total 

Edu¬ 

cation 

High¬ 

ways 

Public 

wel¬ 

fare 

All 

Other* 

7,210 

2,235 

1,8CS 

151 

3,015 

7,765 

2,311 

1,741 

444 

3,269 

7,181 

1,831 

1,SG8 

2,952 

7,644 

2,177 

1,425 

827 

3,215 

81757 

2,491 

3,547 

9,229 

2.^ 

1,573 

1, 156 

3,862 

9,190 

2,586 

1,488 

1,226 

3,889 

8,863 

2,793 

1,200 

1,133 

3,737 

11,028 

3,356 

1, 672 

1,4(9 

4,591 

5,379 

7,170 

7,177 

3,803 

2,940 

8,867 

8:318 

4,650 

2,7^ 

10,342 

27,910 

9,390 

4,987 

2,914 

10, 619 

10,557 

5,527 

11,557 

33,724 

6, 4.52 

3,168 

12,197 

36,711 

13,220 

6,9^ 

3,139 

13,399 

40, 375 

14, 134 

7,816 

3,485 

14,940 

44, 851 

15,919 

8,567 

3,818 

16, 547 

48,887 

17,283 

9.592 

4, 136 

17, 876 

51,876 

18, 719 

9,428 

19, 324 

56,201 

20,574 

9,844 

4,720 

60,208 

5,(S4 

22,549 

64, 816 

23,776 

11, 136 

5,481 

24,423 

63,977 

11, 150 

5, 

23,678 

69,302 

26,286 

11,664 

5,786 

25,586 

74,786 

HHj 

12,221 

6,315 

27,447 

>  Fiscal  years  not  the  same  lor  all  governments.  See  footnote  5. 

’  Excludes  revenues  or  expenditures  of  publicly  owned  utilities  and  liquor  stores,  and  of  insurance-trust 
activities.  Intergovernmental  receipts  and  payments  between  State  and  local  governments  are  also 
excluded. 

>  Includes  licenses  and  other  taxes  and  charges  and  miscellaneous  revenues. 

4  Includes  expenditures  for  health,  hospitals,  police,  local  Are  protection,  natural  resources,  sanitation, 
housing  and  urban  renewal,  local  parks  and  recreation,  general  control,  financial  administration,  interest 
on  Mneral  debt,  and  other  unallocable  expenditures. 

4  Data  for  fiscal  year  ending  in  the  12-month  period  through  June  30.  Data  for  1963  and  earlier  years 
include  local  government  amounts  grouped  in  terms  of  fiscal  years  ended  during  the  particular  calendar 
year. 

Note. — Data  are  not  available  lor  intervening  years. 

Data  for  Alaska  and  Hawaii  included  beginning  1959  and  1960,  respectively. 

See  Table  B-5S  for  net  debt  of  State  and  local  governments. 

Source:  Department  of  Commerce,  Bureau  of  the  Census. 
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CORPORATE  PROFITS  AND  FINANCE 

Table  B-66. — Profits  befor:  and  ajter  taxes,  all  private  corporations,  1929-66 


[BiUionsofdoUanl 


Corporate  profits  (before  taxes)  and 
inventoiV  yalnstlon  adjustment 


BianulUturlng 


Corporate  profits 
after  taxes 


Un- 
DiTl-  dls- 
I  dend  trlb- 
pay-  uted 
merits  prof¬ 
its 


>  Federal  and  State  corporate  income  and  excess  profits  taxes. 

*  Includes  depreciation  and  accidental  damaKes. 

*  Corporate  profits  after  taxes  plus  corporate  capital  consumption  allowances. 

<  Data  for  corporate  profits  are  approximations  for  the  year  as  a  whole;  data  for  fourth  quarter  are  i.ot 
available.  All  other  data  incorporating  or  derived  from  these  figures  are  correspondingly  approximate. 

Nots.— Beginning  1062  data  reflect  the  new  depreciation  guidelines  issued  by  the  Treasury  Department 
July  11, 1962,  and  the  investment  tax  credit  provided  in  the  Kevenue  Act  of  1062. 

Source:  Department  of  Commerce,  Office  of  Business  Economics. 


r 
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Table  B-67. — Sales,  profits,  and  stockholders'  f<iuity,  all  manufacturing  corporations  {except 
newspapers),  19^-66 


[Billions  of  dollars] 


All  manufacturing 
corporations 

Durable  goods  industries 

Nondurable  goods 
industries 

Year  or 

Profits 

Profits 

Profits 

quarter 

Stock- 

Sales 

Stock- 

(net) 

holders’ 

(net) 

holders’ 

(net) 

holders’ 

Before 

After 

equity  > 

Before 

After 

equity  ' 

Before 

After 

equity  ' 

taxes 

taxes 

taxes 

taxes 

taxes 

taxes 

1947 . 

160.7 

16  6 

10.1 

65.1 

66.6 

7.6 

31.1 

84.1 

9.0 

5.6 

34.0 

1948 . 

165.6 

16  4 

11.6 

72.2 

75.3 

8.9 

»n 

34.1 

90.4 

9.5 

62 

38.1 

1949 . 

154.9 

14.4 

9.0 

77.6 

70.3 

7.5 

37.0 

84.6 

7.0 

4.6 

40.6 

1950 . 

181.9 

23.2 

12.9 

83.3 

1!!!!  ; 

12.9 

67 

39.9 

95.1 

10.3 

6.1 

43.5 

1951 . 

245.0 

27.4 

11.9 

98.3 

VI  * 

15.4 

6.1 

47.2 

128.1 

12.1 

bh 

61.1 

1952 . 

250.2 

22.9 

10.7 

nssi 

12.9 

5.5 

49.8 

128.0 

10.0 

53.9 

1953 . 

265.9 

24.4 

11.3 

108.2 

14.0 

5.8 

52.4 

128.0 

10.4 

55.7 

1954 . 

248.5 

20.9 

11.2 

113.1 

iK  i 

11.4 

5.6 

54.9 

125.7 

9.6 

5.6 

58.2 

1965 . 

278.4 

28.6 

15.1 

120.1 

142.1 

16.6 

8.1 

58.8 

136  3 

12.1 

7.0 

61.3 

1956 . 

307.3 

29.8 

16.2 

131.6 

[R*l 

16.6 

8.3 

65.2 

147.8 

13.2 

7.8 

66.4 

1957 . 

320.0 

28.2 

15.4 

141.1 

15.8 

7.9 

70.5 

154.1 

12.4 

7.5 

70.6 

1968 . 

305.3 

22.7 

12.7 

147.4 

148.6 

11.4 

5.8 

72.8 

156.7 

11.3 

69 

74.6 

1959 . 

338.0 

29.7 

16.3 

157.1 

169.4 

15.8 

8.1 

77.9 

168.5 

13.9 

8.3 

79.2 

I960.. . 

345.7 

27.5 

15.2 

165.4 

173.9 

14.0 

7.0 

82.3 

171.8 

13.5 

8.2 

83.1 

1961 . 

356.4 

27.5 

15.3 

172.6 

175.2 

13.6 

6.9 

84.9 

181.2 

13.9 

8.5 

87.7 

1962 . 

389.9 

31.9 

17.7 

181.4 

195.5 

16.7 

8.6 

89.1 

194.4 

IM 

9.2 

92.3 

1963 . 

412.7 

34.9 

19.6 

189.7 

RTTHfii 

18.5 

9.5 

93.3 

203.6 

‘  16.4 

10.0 

96.3 

1964 . 

443.1 

39.6 

23.2 

199.8 

21.2 

11.6 

98.5 

216  8 

18.3 

11.6 

101.3 

1965 . 

492.2 

46.5 

27.5 

211.7 

257.0 

26.2 

14.5 

105.4 

235.2 

20.3 

13.0 

106.3 

1084-  T 

104.6 

9.0 

5.1 

195.2 

53.3 

4.9 

2.6 

96.2 

61.3 

4.1 

2.6 

99.1 

11 . 

111.9 

10.6 

Bn 

198.6 

58.6 

6.1 

3.3 

97.9 

63.3 

4.6 

2.9 

100.6 

Ill . 

110.2 

9.6 

55.2 

4.8 

2.7 

99.6 

54.9 

4.8 

3.0 

102.2 

IV . 

116.5 

10.3 

6.3 

59.2 

3.1 

100.4 

67.3 

4.9 

3.2 

103.2 

1965:  I . 

114.9 

10.7 

6.2 

60.0 

kI| 

3.3 

102.2 

54.9 

4.6 

2.9 

103.2 

TT 

124.0 

12.3 

7.2 

66.0 

4.0 

104.6 

68.0 

5.1 

3.2 

105.1 

III . 

121.6 

11.0 

6.6 

213.6 

62.0 

5.8 

3.3 

106.4 

59.4 

3.3 

107.2 

IV . 

131.9 

12.5 

7.6 

218.1 

60.0 

7.1 

4.0 

108.2 

62.9 

»y 

3.5 

109.9 

lOW:  T 

129.9 

12.4 

7.2 

222.4 

68.0 

7.0 

3.8 

110.0 

61.9 

3.4 

112.4 

II . 

141.0 

14.0 

8.4 

228.6 

75.4 

8.2 

4.6 

114.2 

65.6 

5.8 

3.7 

114.3 

Ill . 

137.8 

12.3 

7.4 

233.4 

71.1 

6.6 

117.1 

66.7 

6.8 

3.7 

116.3 

1  Annual  data  are  average  equity  for  the  year  (using  four  end-of-quarter  figures). 

Note.— For  explanatory  notes  concerning  compilation  of  the  series,  see  QtMrfcrfy  Financial  Report  for 
Manufacturing  Corporationt,  Federal  Trade  Commission  and  Securities  and  Exchange  Commission. 

Data  are  not  necessarily  comparable  from  one  period  to  another  due  to  changes  in  accounting  procedures, 
industry  clarifications,  sampung  procedures,  etc.  Specific  information  about  the  effects  of  the  more 
significant  changes  and  revisions  is  contained  in  the  following  Issues  of  the  Quarterly  Financial  Report: 
third  quarter  1953,  third  quarter  1966,  first  quarter  1959,  and  first  quarter  1965. 

Comparability  for  certain  industries  was  affected  by  changes  noted  in  the  following  reports:  fourth 
quarter  1962,  tot  quarter  1956,  second  quarter  1960,  third  quarter  1960,  fourth  quarter  1965,  and  second 
quarter  1966. 

Data  for  Alaska  and  Hawaii  included  for  all  periods. 

Sources:  Federal  Trade  Commission  and  Securities  and  Exchange  Commission. 


Table  B-68. — Relation  oj  profits  ajter  taxes  to  stockholders'  equity  and  to  sales,  all  manufac¬ 
turing  corporations  {except  newspapers),  by  industry  group,  1947-66 


AU 

Durable  goods  industries 

man- 

ufac- 

Mis- 

tur- 

Elec- 

Lum- 

oella- 

Ing 

trical 

Prl- 

J>ri- 

ber 

In- 

neous 

cor- 

Mo- 

ma- 

Ma- 

Fab- 

mary 

mary 

Stone, 

and 

stru- 

man- 

Year  or 

pora- 

tor 

Air- 

chin- 

chin- 

ri- 

iron 

non- 

clay. 

Fur- 

wood 

ments 

ufac- 

ciuarter 

tions 

Total 

vehi- 

craft 

ery, 

ery 

cated 

and 

fer- 

and 

niture 

prod- 

and 

tur- 

(ex- 

dur- 

cles 

and 

equip- 

(ex- 

metal 

steel 

rous 

glass 

and 

nets 

re- 

ing 

cept 

able 

and 

parts 

ment 

crat 

pfod- 

in- 

metal 

prod- 

fix- 

(ex- 

lated 

(in- 

news- 

equip- 

and 

elec- 

nets 

dus- 

:in- 

nets 

tures 

cept 

pFiWi- 

clud- 

pap- 

ment 

sup- 

tilwl) 

tries 

dus- 

fuml- 

nets 

ing 

era) 

piles 

tries 

ture) 

ord- 

nfflce) 

Ratio  of  profit*  after  Federal  taxes  (annual  rale)  to  stockholders'  equitt— percent 

1947 . 

15.6 

14.4 

1X4 

19.0 

15.7 

17.6 

12.0 

12.4 

14.0 

1X0 

22.9 

14.4 

14.0 

1948  ---1 _ 

16.0 

15.7 

19.9 

16. 1 

16.3 

17.0 

14.7 

14.2 

15.0 

15.9 

19.2 

14.0 

12.2 

1949 . 

11.6 

12.1 

22.1 

13.6 

11.6 

10.4 

10.0 

8.1 

13.1 

XI 

9.1 

12.1 

7.2 

1950  . 

15.4 

16.9 

25.3 

20.9 

14.1 

16.0 

14.3 

15.1 

17.7 

15.2 

17.6 

1X7 

12.3 

1951 . 

12.1 

13.0 

14.3 

14.0 

13.0 

13.4 

12.3 

13.8 

1X2 

11.3 

11.9 

1X2 

9.7 

1962 . 

las 

11.1 

13.9 

13.7 

11.3 

10.1 

8.6 

11.6 

11.7 

8.6 

X6 

11.6 

7.0 

1963 . 

ia6 

11.1 

13.9 

13.1 

9.8 

9.8 

10.7 

11.1 

11.8 

8.2 

7.1 

11.4 

8.2 

1954  . 

9.9 

10.3 

14.1 

12.4 

8.6 

7.6 

8.1 

1X4 

12.5 

6.0 

6.3 

12.3 

7.5 

1966 . 

12.6 

13.8 

21.7 

12.3 

10.3 

10.0 

13.6 

15.6 

15.6 

9.2 

11. 1 

12.6 

X5 

1966 . 

12.3 

12.8 

13.1 

11.4 

12.6 

10.7 

1‘2.7 

16.4 

14.9 

11.6 

8.7 

1X4 

11.0 

1967 . 

10.9 

11.3 

14.2 

17.7 

12.5 

10.7 

9.3 

11.4 

9.3 

12.4 

8.5 

4.7 

12.0 

7.7 

1968 . 

8.6 

8.0 

8.2 

13.2 

10.2 

6.9 

7.3 

7.2 

6.0 

10.2 

6.3 

6.7 

10.6 

8.2 

1969 . 

10.4 

10.4 

14.5 

8.1 

12.5 

9.7 

8.0 

8.0 

7.9 

12.7 

8.9 

9.4 

13.1 

9.3 

1960 . 

9.2 

8.6 

13.6 

7.3 

9.6 

7.5 

6.6 

7.2 

7.1 

9.9 

0.6 

3.6 

11.6 

9.2 

1961 . 

8.9 

8.1 

II. 4 

9.8 

8.9 

7.8 

6.9 

6.1 

7.1 

8.9 

4.9 

4.1 

10.6 

9.9 

1962 . 

9.8 

9.6 

16.3 

12.7 

10.0 

9.1 

7.9 

6.4 

7.5 

8.9 

7.9 

5.6 

12.0 

0.4 

1963 . 

10.3 

10.1 

16.7 

11.3 

10.1 

9.6 

8.3 

7.0 

7.6 

X7 

8.3 

8.2 

12.1 

8.8 

1964 . 

11.6 

11.7 

16.9 

12.2 

11.2 

12.6 

10.1 

8.8 

9.8 

9.6 

10.1 

9.9 

14.4 

9.5 

1966 . 

13.0 

13.8 

19.6 

15.2 

13.5 

14.1 

13.2 

9.8 

11.9 

10.3 

13.4 

10.1 

17.8 

10.7 

1966:  I . 

12.1 

12.9 

22.9 

12.2 

11.7 

12.0 

11.3 

11.0 

11.8 

4.6 

9.8 

6.7 

14.7 

8.7 

11 . 

13.8 

15.3 

23.6 

14.7 

13.1 

15.8 

16.0 

11.6 

13.3 

1X1 

13.0 

10.7 

16.0 

10.5 

Ill . 

12.3 

12.4 

10.3 

16.4 

13.2 

14.4 

14.1 

8.6 

10.4 

13.6 

14.6 

12.7 

17.7 

9.4 

IV . 

13.7 

14.6 

21.4 

17.2 

1X0 

14.3 

12.6 

7.9 

12.2 

10.8 

16.0 

10.1 

21.5 

1X1 

1966:  I . 

1X0 

14.0 

20.6 

14.6 

14.3 

14.4 

13.9 

9.1 

14.0 

6.9 

12.4 

8.1 

17.6 

12.2 

II . 

14.7 

1X2 

19.7 

16.9 

16.6 

17.0 

16.6 

12.2 

16.2 

12.9 

1X9 

14.6 

20.6 

1X4 

Ill . 

12.7 

12.6 

6.5 

12.7 

14.6 

14.8 

16.6 

9.7 

13.6 

12.3 

14.5 

11.2 

22.0 

15.7 

Profit*  after  taxes  per  dollar  of  tale*— cent* 

1947 . 

6.7 

X7 

XO 

X3 

7.2 

7.4 

X6 

X9 

7.9 

XO 

11.4 

7.7 

6.3 

1948 . 

7.0 

7.1 

X9 

6.9 

7.3 

7.1 

7.6 

9.0 

X6 

6.6 

9.9 

7.8 

6.6 

1949 . 

5.8 

X4 

7.9 

5.7 

6.4 

6.1 

X5 

X9 

X6 

3.3 

X9 

7.1 

X6 

I960 . 

7.1 

7.7 

8.3 

7.2 

7.3 

X8 

7.9 

10.2 

10.1 

6.1 

9.4 

8.6 

5.6 

1961 . 

4.8 

6.3 

4.7 

5.0 

5.5 

5.0 

6.8 

7.8 

7.1 

3.4 

X5 

XI 

3.7 

1982 . 

4.3 

4.6 

X7 

4.6 

4.8 

4.0 

4.7 

X7 

X6 

2.7 

4.1 

4.8 

X7 

1953 . 

4.3 

4.2 

3.9 

4.1 

4.2 

3.6 

6.3 

6.3 

X6 

X6 

3.6 

4.6 

XO 

1964 . 

4.6 

X6 

XI 

4.6 

4.4 

3.1 

6.3 

6.6 

7.4 

2.1 

3.4 

5.6 

X8 

1955 . 

6.4 

X7 

X9 

X4 

5.1 

3.8 

7.2 

8.3 

X6 

X9 

5.4 

6.0 

3.1 

1956 . 

5.3 

X2 

X2 

3.8 

6.4 

4.0 

X7 

9.3 

8.2 

3.4 

3.9 

6.8 

3.6 

1957 . 

4.8 

4.8 

X4 

X9 

4.2 

4.8 

3.6 

X6 

6.6 

7.6 

X6 

X3 

6.7 

X5 

1988 . 

4.2 

3.9 

XO 

X4 

3.8 

3.7 

3.1 

5.4 

4.7 

X8 

2.0 

X8 

6.4 

3.0 

1959 . 

4.8 

4.8 

X3 

1.6 

4.4 

4.8 

3.2 

6.4 

6.8 

7.9 

2.7 

4.2 

X6 

3.5 

1960 . 

4.4 

4.0 

X9 

1.4 

X6 

X9 

X4 

6.1 

6.4 

X6 

XI 

1.7 

5.0 

3.5 

1961 . 

4.3 

X9 

6.6 

1.8 

X6 

4.1 

■2.6 

4.6 

5.3 

5.8 

1.6 

1.9 

6.4 

3.6 

1962 . 

4.5 

4.4 

X9 

X4 

3.7 

4.6 

3.1 

3.9 

6.5 

6.6 

X3 

X5 

5.9 

3.4 

1963 . 

4.7 

X6 

X9 

Z3 

3.8 

4.7 

3.2 

4.8 

6.3 

6.3 

X4 

3.3 

XO 

3.3 

1964 . 

5.2 

6.1 

7.0 

X6 

X2 

6.8 

3.7 

6.6 

X6 

5.6 

X9 

3.9 

7.2 

3.6 

1965 . 

6.6 

8.7 

7.2 

3.3 

4.8 

X2 

4.5 

8.7 

7.8 

5.9 

3.7 

4.0 

8.6 

3.8 

1966: 1 . 

5.4 

6.6 

XI 

X7 

4.3 

8.7 

4.2 

X2 

7.6 

3.1 

X9 

XO 

7.8 

3.6 

II . 

6.8 

XI 

8.2 

3.1 

4.6 

X6 

5.1 

X2 

7.7 

X7 

3.7 

X2 

8.0 

3.9 

Ill . 

6.4 

5.3 

X8 

3.6 

4.7 

X3 

4.8 

6.2 

X7 

7.2 

4.0 

X7 

0.0 

3.4 

IV . 

8.7 

8.7 

7.3 

3.6 

5.2 

6.1 

XI 

6.2 

7.3 

XO 

4.2 

X9 

9.6 

4.1 

1966: 1 . 

6.6 

X6 

7.3 

XI 

18 

X3 

4.8 

6.4 

XO 

3.9 

3.6 

X3 

8.6 

4.2 

II . 

6.9 

X2 

7.1 

3.2 

6.1 

X9 

5.3 

X4 

X6 

X8 

X2 

6.2 

9.3 

4.3 

Ill . 

6.4 

X2 

X8 

2.7 

19 

X4 

5.1 

6.4 

7.7 

X6 

X9 

XI 

10.1 

5.1 

S«e  footnotes  at  end  of  table. 
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Table  B-68. — Relation  oj  profits  after  taxes  to  stockholders'  equity  and  to  sales,  all  manufac¬ 
turing  corporations  {except  newspapers),  by  industry  group,  1947-66 — Continued 


Nondurable  goods  industries 


Rub- 

ber 

and 

Leather 

mis- 

and 

cella- 

leather 

neous 

prod- 

plastic 

prod- 

ucts 

ucts 

>  Includes  certain  industries  not  shown  separately. 

>  Annual  ratios  based  on  average  equity  for  the  year  (using  four  end-of-quarter  flgun's).  Quarteriy 
ratios  based  on  equity  at  end  of  quarter  only. 

Note. — Ratios  based  on  data  in  millions  of  dollars. 

For  explanatory  notes  concerning  compilation  of  the  series,  see  Q  larlerly  Financial  Keportfor  Manufatiur- 
ing  Co^ratione,  Federal  Trade  Commission  and  Securities  and  Exchange  Commission.  See  al.so  Note, 
Table  B-67. 

Data  for  Alaska  and  Hawaii  included  for  all  periods. 

Sources:  Federal  Trade  Commission  and  Securities  and  Exchange  Commission. 
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Table  B-69. — Sources  and  uses  of  funds,  nonfarm  nonfinancial  corporate  business,  1955-66 
(Billions  of  dollars] 


Source  or  use  of  funds 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1936 

53.6 

47.2 

42.2 

55.5 

47.3 

54.7 

63.3 

65.9 

88.0 

94.0 

Internal  sources » . 

29.2 

28.9 

29.5 

35.0 

34.4 

35.6 

41.8 

43.9 

55.3 

68.6 

Undistributed  profits  ■ 
Corporate  Inventwy 

13.9 

13.2 

11.8 

8.3 

12.6 

10.0 

10.2 

12.4 

13.6 

18.6 

21.7 

23.0 

valuation  adjust¬ 
ment . 

-1.7 

-2.7 

-1.5 

-.3 

-.5 

.2 

-.1 

.3 

-.6 

-.4 

-1.6 

-2.0 

Capital  consumption 

17.0 

18.4 

20.3 

21.4 

22.9 

24.2 

25.4 

29.2 

30.8 

32.8 

36.1 

37.6 

24.5 

18.3 

11.4 

12.7 

20.5 

12.9 

19.1 

21.6 

22.0 

19.7 

32.7 

35.4 

2.4 

2. 1 

2.2 

1.6 

2.6 

.6 

-.3 

1.4 

.8 

mM 

6.3 

5.7 

3.0 

3.5 

4.6 

4.6 

3.9 

4.0 

5.4 

10.1 

mm 

Bv 

.4 

1.2 

1.2 

.7 

1.8 

2.0 

3.5 

3.3 

3.2 

/ 

Bank'  loans,  n.e.c . 

ma 

Hr 

1.1 

-.6 

3.0 

1.3 

.1 

EP 

2.9 

3.6 

8.7 

Hi  " 

.7 

.2 

.3 

■  HiI 

.3 

mm 

.5 

1.3 

1.3 

8.7 

.5 

4.3 

4.9 

3.1 

6.6 

6.0 

3.4 

7.9 

Profits  tax  liability.. . 

4.1 

-2.0 

-2.1 

-2.6 

2.4 

-2.2 

1.2 

tn 

1.6 

.9 

2.0 

3.0 

3.9 

2.2 

2.4 

3.6 

4.0 

1.9 

nti 

4.0 

1.8 

4.2 

6.4 

51.4 

43.1 

40.0 

42.1 

54.3 

45.3 

55.0 

61.6 

65.8 

67.1 

87.3 

92.0 

Purchases  of  physical 

31.5 

35.9 

34.7 

27.3 

36.9 

39.2 

37.0 

44.7 

46.7 

62.2 

61.9 

73.8 

Nonresidential  fixed 

25.8 

30.7 

33.4 

28.4 

31.1 

34.9 

33.2 

37.0 

38.6 

44.1 

51.3 

59,9 

3.0 

Residential  structures . 
Change  In  business 

.8 

.4 

.7 

1.4 

1.7 

1.3 

3.0 

WM 

3.9 

4.9 

4.9 

.6 

-2.5 

4.1 

3.0 

D 

HI 

■ 

■ 

6.8 

11.0 

Increase  in  financial  as- 

19.9 

7.2 

5.3 

14.8 

17.4 

6.1 

^:Vi| 

19.1 

14.9 

25.4 

18.2 

ny 

-4.2 

-.1 

2.5 

6.6 

-3.9 

UJ 

m 

.7 

.6 

-2.6 

Demand  deposits 

and  currency.... 

■wl 

.1 

• 

1.5 

-1.0 

-.6 

1.7 

ESI 

-1.9 

Time  deposits.... 
U.S.  Government 

M 

* 

.9 

-.4 

1.3 

1.9 

B| 

ny 

yy 

3.9 

-.7 

securities . 

F  inance  company 

D 

-4.5 

-.4 

■ 

6.6 

.4 

-5.4 

-.2 

B 

m 

-1.4 

1.6 

-2.1 

-1.9 

2.1 

.1 

.1 

.3 

.7 

.1 

.7 

.7 

.7 

.4 

.2 

■H 

.8 

.2 

.1 

.9 

.7 

1.0 

1.2 

1.2 

11.4 

7.5 

2.6 

Kn 

7.2 

6.3 

■Tixil 

8.2 

8.6 

9.1 

13.7 

13.2 

Other  financial  assets. 

3.4 

2.5 

Eb 

3.3 

3.7 

4.6 

4.1 

4.8 

4.0 

9.3 

6.3 

Discrepancy  (uses  less 

H 

-3.3 

-2.0 

-4.1 

-2.0 

-.1 

-1.1 

-2.0 

.3 

-1.6 

-.1 

-.7 

'The  flgtires  shown  here  for  “internal  sources,”  “undistributed  profits,”  and  “capital  consumption 
allowances”  differ  from  those  shown  for  “cash  flow,  net  of  dividends,”  “undistributed  proflts”  and  “cap¬ 
ital  consumption  allowances"  in  the  gross  corporate  product  table  in  the  national  income  and  product 
accoimts  of  the  Department  of  Commerce  for  the  following  reasons:  (1)  these  figures  include,  and  the 
statistics  In  the  gross  corporate  product  table  exclude,  branch  profits  remitted  from  foreigners  net  of  cor¬ 
responding  U.S.  remittances  to  fneigners;  and  (2)  these  figures  exclude,  and  the  gross  corporate  product 
figures  include,  the  internal  funds  of  corporations  whose  major  activity  is  farming. 

>  Includes  some  categories  not  shown  separately. 

Non.— Includes  data  for  Alaska  and  Hawaii. 

Source:  Board  of  Oovemors  of  the  Federal  Reserve  System. 
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Table  B-70. — Current  assets'wnd  liabilities  of  United  States  corporations,  1939-66 
(Billions  of  dollars] 


End  of  year 
or  quarter 

Current  assets 

Current  liabilities 

Net 

work¬ 

ing 

capi¬ 

tal 

Total 

Cash 

on 

hand 

and 

in 

banks 

U.S. 

Qov¬ 

em¬ 

ment 

secnrl- 

tics 

Re¬ 
ceiv¬ 
ables 
from 
U.S. 
Gov¬ 
ern¬ 
ment  < 

other 

notes 

and 

ac¬ 

counts 

receiv¬ 

able 

In¬ 

ven¬ 

tories 

Other 
cur¬ 
rent 
as¬ 
sets  » 

Tots! 

Ad¬ 

vances 

and 

pre¬ 

pay¬ 

ments, 

U.S. 

Qov¬ 

em¬ 

ment’ 

Other 

notes 

and 

ac¬ 

counts 

pay¬ 

able 

Fed¬ 

eral 

Income 

tax 

liabili¬ 

ties 

Other 

cur¬ 

rent 

liar 

bili- 

ties 

1939 . 

m 

10.8 

m 

22.1 

18.0 

1.4 

m 

21.9 

1.2 

6.9 

24.5 

1940 . 

60.3 

13.1 

2.0 

0.1 

23.9 

19.8 

1.5 

32.8 

0.6 

22.6 

2.5 

7.1 

27.5 

1941 . 

72.9 

13.9 

4.0 

.6 

27.4 

25.6 

1.4 

ESI 

.8 

25.6 

7.1 

7.2 

32.3 

1942 . 

83.6 

17.6 

10.1 

^eViI 

23.3 

27.3 

1.3 

47.3 

2.0 

24.0 

12.6 

8.7 

36.3 

1943 . 

93.8 

21.6 

16.4 

■!mi1 

21.9 

27.6 

1.3 

51.6 

2.2 

24.1 

16.6 

8.7 

42.1 

1944 . - 

97.2 

21.6 

20.9 

4.7 

21.8 

26.8 

1.4 

51.7 

1.8 

25.0 

15.5 

9.4 

45.6 

1945 . 

97.4 

21.7 

21.1 

2.7 

23.2 

26.3 

2.4 

45.8 

.9 

24.8 

BiSl 

9.7 

51.6 

1946 . 

22.8 

15.3 

.7 

30.0 

37.6 

1.7 

51.9 

.1 

31.5 

8.5 

11.8 

56.2 

1947 . 

25.0 

14.1 

38.3 

44.6 

1.6 

61.5 

37.6 

10.7 

13.2 

62.1 

1948 . 

25.3 

14.8 

42.4 

48.9 

1.6 

64.4 

39.3 

11.6 

13.5 

68.6 

1949 . 

26.5 

16.8 

42 

0 

45.3 

1.4 

60.7 

37 

5 

9.3 

14.0 

72.4 

1950 . 

161.5 

28.1 

19.7 

1.1 

55.7 

55.1 

1.7 

79.8 

.4 

47.9 

16.7 

14.9 

81.6 

1951 . 

irTin 

30.0 

20.7 

2.7 

58.8 

64.9 

2.1 

92.6 

1.3 

53.6 

21.3 

16.5 

86.5 

1952 . 

I 

30.8 

19.9 

2.8 

64.6 

65.8 

2.4 

96.1 

2.3 

67.0 

18.1 

18.7 

90.1 

1953 . 

31.1 

21.5 

2.6 

65.9 

67.2 

2.4 

98.9 

2.2 

57.3 

18.7 

20.7 

91.8 

1954 . 

194.6 

33.4 

19.2 

2.4 

71.2 

65.3 

3.1 

99.7 

2.4 

59.3 

15.5 

22.5 

94.9 

1955 . 

P??1H 

34.6 

23.5 

2.3 

86.6 

72.8 

4.2 

121.0 

2.3 

73.8 

19.3 

25.7 

103.0 

1956 . 

mMm 

34.8 

19.1 

2.6 

95.1 

80.4 

5.9 

130.5 

2.4 

81.5 

17.6 

29.0 

107.4 

1957 . 

244.7 

34.9 

18.6 

2.8 

99.4 

82.2 

6.7 

133.1 

2.3 

84.3 

15.4 

31.1 

111.6 

1958 . 

255.3 

37.4 

18.8 

2.8 

■LlA] 

7.5 

136.6 

1.7 

88.7 

12.9 

33.3 

118.7 

1959 . 

277.3 

36.3 

22.8 

2.9 

117.7 

9.1 

153.1 

1.7 

99.3 

15.0 

37.0 

124.2 

I960 . 

289.0 

37.2 

20.1 

3. 1 

126.1 

lae 

1.8 

105.0 

13.5 

40.1 

128.6 

1961 . 

306.8 

41.1 

20.0 

3.4 

135.8 

95.2 

11.4 

171.2 

1.8 

112.8 

14.1 

42.5 

135.6 

New  series  • 

1961 . 

eSkI 

40.7 

19.2 

3.4 

133.3 

95.2 

12.9 

165.8 

1.8’ 

110.0 

14.2 

29.8 

148.8 

1962 . 

.326.5 

43.7 

19.6 

3.7 

144.2 

iti'ilrJ 

14.7 

170.9 

2.0 

119.1 

16.2 

34.5 

165.6 

1963 . 

351.7 

46.5 

20.2 

3.6 

156.8 

IIiMli] 

17.8 

188.2 

2.5 

130.4 

16.6 

38.7 

163.5 

1964 . 

372.6 

47.1 

18.8 

3.4 

114.0 

18.8 

200.3 

2.7 

139.6 

17.2 

40.7 

172.3 

1965 . 

49.2 

16.7 

3.9 

189.6 

126.3 

22.1 

224.5 

3.1 

157.2 

19.2 

45.0 

183.4 

1964:  I . 

3.52.2 

42.7 

20.8 

3.3 

158.5 

108.3 

18.7 

186.3 

2.6 

128.4 

15.9 

39.4 

165.9 

11 . 

3.58.6 

44.5 

19.8 

3.0 

162.9 

109.3 

19.1 

190.1 

2.6 

131.3 

15.5 

40.8 

168.4 

Ill . 

366.2 

45.1 

18.8 

3.2 

168.8 

InTilil 

19.5 

195.1 

2.7 

134.5 

16.3 

41.7 

171.1 

IV . 

372.6 

47.1 

18.8 

3.4 

170.6 

litjlj 

18.8 

200.3 

2.7 

139.6 

17.2 

172.3 

1965;  I . 

378.4 

44.4 

18.3 

3.3 

174.6 

117.1 

20.6 

203.2 

2.8 

141.1 

16.8 

42.5 

175.1 

II . 

386.3 

45.8 

16.1 

3.2 

179.9 

119.4 

21.9 

2.9 

145.8 

16.2 

43.8 

177.7 

Ill . 

395.4 

45.6 

15.8 

3.6 

185.2 

123.1 

22.1 

214.6 

3.1 

150.0 

17.2 

44.3 

180.7 

IV . 

407.9 

49.2 

16.7 

3.9 

189.6 

126.3 

22.1 

3.1 

157.2 

19.2 

183  4 

1966:  I . 

413.7 

46.9 

16.9 

3.9 

192.5 

23.4 

227.7 

3.8 

157.5 

19.1 

47.3 

186.0 

II . 

423.6 

47.7 

15.3 

198.4 

134.4 

23.7 

3.9 

16.3.4 

16.7 

49.1 

190.4 

Ill . 

431.4 

46.9 

14.6 

1 

202.8 

139.4 

23.5 

4.4 

167.1 

17.9 

50.4 

191.5 

■  Receivables  from  and  payables  to  U.S.  Qovemment  do  not  include  amounts  offset  against  each  other 
on  corporations’  books  or  amounts  arising  from  subcontracting  which  are  not  directly  due  from  or  to  the 
U.S.  Qovemment.  Wherever  possible,  adjustments  have  been  made  to  include  U.S.  Government  ad¬ 
vances  offset  against  inventories  on  corporations’  books. 

>  Includes  marketable  securities  other  than  U.S.  Government. 

*  Generally  reflects  definitions  and  classiflcations  used  in  Statieties  of  Income  for  1961. 

Note.— Data  relate  to  all  United  States  corporations,  excluding  banks,  savings  and  loan  associations, 
insurance  companies,  and  beginning  with  the  new  series  for  1961,  investment  companies.  Year-end  data 
through  1963  are  based  on  Statisticf  of  Income  (’iS'easury  Department),  covering  virtually  ail  corporations 
in  the  United  States,  ^tiitico  of  Income  data  may  not  be  strictly  comparable  from  year  to  year  because 
of  changes  in  the  tax  laws,  basis  for  filing  returns,  and  processing  of  data  for  compilation  purposes.  Ail 
other  figures  shown  are  estimates  based  on  data  compiled  from  many  different  sources,  including  data  on 
corporations  registered  with  the  Secnrities  and  Exchange  Commission. 

Source;  Securities  and  Exchange  Commission. 
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Table  B-71. — State  and  municipal  and  corporate  securities  offered,  193d-66  * 
(Millions  of  dollars] 


Stete 

and 

manlci- 


Corporate  securities  offered  (or  cash  > 


Oross  proceeds  * 


Year  or  quarter 

curities 
offered 
tor  cash 
(prin¬ 
cipal 
amounts) 

Total 

Com¬ 

mon 

stock 

Pre¬ 

ferred 

stock 

Bonds 

and 

notes 

Total 

Now  money 

Retire¬ 
ment 
of  se¬ 
curities 

Other 

pur¬ 

poses 

Total 

Plant 

and 

equip¬ 

ment 

Work¬ 

ing 

capi¬ 

ta 

1034 . 

030 

307 

10 

6 

372 

384 

57 

32 

26 

231 

95 

1035 . 

1,232 

2,332 

22 

86 

2,224 

2,266 

208 

111 

06 

1,865 

193 

1036 . 

1,121 

4,572 

272 

271 

4,028 

4,431 

858 

380 

478 

3,368 

204 

1037 . 

008 

2,310 

285 

406 

1,618 

21230 

001 

574 

417 

1, 100 

148 

1038 . 

1, 108 

2,155 

25 

86 

2,044 

2;  no 

681 

504 

177 

1.206 

222 

1030 . 

1, 128 

2,164 

87 

08 

1,080 

2,115 

325 

170 

155 

1,695 

95 

1040 . 

1,238 

2,677 

108 

183 

2,386 

2,615 

560 

424 

145 

1,854 

192 

1041 . 

056 

2,667 

no 

167 

21300 

21623 

868 

661 

207 

1,583 

172 

1042 . 

524 

1,062 

34 

112 

017 

1,043 

474 

287 

187 

396 

173 

1043 . 

435 

1, 170 

56 

124 

000 

1,147 

308 

141 

167 

739 

100 

1044 . 

661 

3,202 

163 

360 

2,670 

3,142 

657 

252 

405 

2,380 

96 

1045 . 

705 

6,011 

307 

758 

4.855 

5.002 

1,080 

638 

442 

4,555 

267 

1046 . 

1, 157 

6,000 

801 

1, 127 

41882 

6,757 

3,270 

2,115 

1, 164 

2.868 

610 

1047 . 

21324 

6,677 

770 

762 

5,036 

6.466 

4,501 

3,400 

1. 182 

1,352 

524 

1048 . 

2,600 

7,078 

614 

402 

5,073 

6,050 

5,020 

4,221 

1,708 

307 

722 

1040 . 

2,007 

6;  052 

736 

425 

4,800 

5,050 

4,606 

3,724 

882 

401 

952 

1050 . 

3,532 

6,361 

811 

631 

4,020 

6,261 

4,006 

2,066 

1,041 

1,271 

984 

1051 . 

3,180 

7,741 

1,212 

838 

A  601 

7,607 

6,531 

5,110 

1,421 

486 

589 

1052 . 

4,401 

0.534 

1,360 

564 

7,601 

0,380 

8,180 

6,312 

1,868 

664 

537 

1053 . 

5.558 

81808 

1,326 

480 

7,083 

8,755 

7,060 

5,647 

2,313 

260 

535 

1054 . 

6,060 

0,516 

1,213 

816 

7,488 

0,365 

6,780 

5,110 

1,670 

1,875 

709 

1055 . 

5,077 

10,240 

2,185 

635 

7,420 

10,040 

7,057 

5,333 

2,624 

1,227 

864 

1056 . 

A446 

10,030 

2,301 

636 

8,002 

10,740 

0,663 

6,700 

2,954 

364 

721 

1057 . 

6,058 

12,884 

2,516 

411 

0,057 

12.661 

11,784 

0,040 

2,744 

214 

663 

1058 . 

7,440 

11,558 

1.334 

571 

0,653 

11,872 

0,007 

7,702 

2,115 

540 

915 

1050 . 

7,681 

0,748 

2,027 

531 

7,100 

0,527 

8,578 

6,084 

2.494 

135 

814 

1060 . 

7,230 

10,154 

1,664 

400 

8,081 

0,024 

8,758 

5,662 

3,097 

271 

895 

1061 . 

8,360 

13,165 

3,204 

450 

0,420 

12;  885 

10,715 

7,413 

3,303 

868 

1,302 

1062 . 

8,558 

10,705 

1,314 

422 

8,060 

10,501 

8,240 

5,652 

2,588 

754 

1,507 

1063 . 

10,107 

12,237 

1,022 

342 

10,872 

12,081 

8,003 

5,405 

3,588 

1,528 

1,561 

1064 . 

10,544 

13,057 

2,670 

412 

10,865 

13,702 

11,233 

7,003 

4,230 

754 

1,805 

1065 . 

11, 148 

15,002 

1,547 

725 

13,720 

15,801 

13,063 

7,712 

5,352 

996 

1,741 

1066  » . 

11,073 

18,418 

1,040 

570 

15,008 

18, 160 

16,103 

12,715 

3,477 

241 

1,737 

1064:  I . 

2,661 

2,548 

262 

38 

2,248 

2,518 

2.086 

1, 140 

937 

103 

330 

II . 

2,764 

4,065 

1,735 

154 

3,076 

4,011 

4,441 

3,230 

1,211 

173 

297 

Ill . 

2,642 

2,876 

357 

137 

2,382 

2,837 

2,077 

1.210 

858 

216 

544 

IV . 

2,478 

3,568 

324 

83 

3,160 

3,526 

21620 

1,405 

1,224 

262 

635 

1065:  I . 

2,746 

3,007 

207 

132 

2,578 

2,072 

2,427 

1,520 

007 

234 

311 

IL„ . 

2;  001 

5,043 

665 

255 

4, 123 

4,077 

4, 164 

2,324 

1,840 

188 

625 

in . 

2,758 

3,012 

231 

151 

3,520 

3,860 

3,177 

2,104 

1,073 

336 

356 

IV . 

2,653 

4,030 

353 

187 

3,400 

3,082 

3,296 

1,763 

1,533 

237 

449 

1066:  I . 

2,870 

5,004 

510 

215 

4,350 

5,036 

4,320 

3,258 

1,062 

51 

665 

II . 

3, 177 

5,115 

075 

115 

4,025 

5,046 

4,644 

3,668 

976 

72 

331 

Ill . 

2,434 

4;  107 

171 

143 

3,883 

4,143 

3,663 

2;  007 

756 

52 

428 

IV» . 

2,503 

4.012 

275 

06 

3,641 

3,044 

3,566 

2,882 

683 

66 

313 

Proposed  uses  of  net  proceeds  < 


>  These  data  cover  substantially  all  new  issues  of  State,  municipal,  and  corporate  securities  offered  for 
cash  sale  in  the  United  States  in  amounts  over  $100,000  and  with  terms  to  maturity  of  more  than  1  year. 

*  Excludes  notes  issued  exclusively  to  commercial  banks,  intercorporate  transactions,  sales  of  investment 
company  Issues,  and  issues  to  be  sold  over  an  extended  period,  such  as  offerings  under  employee-purchase 
plans. 

*  Number  of  units  multiplied  by  offering  price. 

<  Net  proceeds  represents  the  amount  received  by  the  issuer  after  payment  of  compensation  to  distribu¬ 
tors  and  other  costs  of  flotation. 

Note.— Data  for  Alaska  and  Hawaii  included  for  all  periods. 

Sources:  Securities  and  Exchange  Commission,  The  Commercial  and  Financial  Chronicle,  and  The  Bond 
Bufcr. 
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Table  B-72. — Common  stock  prices,  earnings,  and  yields,  and  stock  market  credit,  1939-66 


Standard  &  Poor’s  common  stock  data 


Year  or  month 

Price  index ' 

Divi¬ 
dend 
yield » 
(per¬ 
cent) 

Customer  credit  (excluding 
U.S.  Government 

Bank 
loans  to 
brokers 
and 

dealers  • 

Total 

(500 

stocks) 

Indus¬ 

trials 

(425 

stocks) 

Public 

utilities 

(50 

stocks) 

Rail¬ 

roads 

(25 

stocks) 

Total 

Net 

debit 

bal¬ 

ances* 

Bank 

loans 

to 

"others”  • 

1941-43=10 

Millions  of  dollars 

1039  . 

1Z06 

16.34 

9.82 

4.05 

13.80 

715 

1940  . 

11.02 

15.05 

9. 41 

5.59 

10.24 

584 

1941 . 

9.82 

iao3 

0.39 

6.82 

126 

535 

1942 . 

8.67 

7.74 

a  81 

7.24 

8.80 

850 

1943 . 

11.50 

11.49 

11.34 

11.81 

4.93 

12.84 

1,328 

1944 . 

12.47 

12.34 

12.81 

13. 47 

4.86 

13.66 

353 

i  137 

1945 . 

15.16 

14.72 

16.84 

18.21 

4.17 

1133 

1,374 

942 

432 

2;  782 

1946 . 

17.08 

16.48 

20.76 

19.09 

3.85 

17.69 

976 

473 

503 

1,471 

1947 . 

15.17 

14.85 

la  01 

14.02 

4.93 

9.36 

1,032 

817 

515 

784 

1948 . 

15.53 

15.34 

16.77 

15.27 

6.54 

190 

968 

499 

469 

1,331 

1949 . 

15.23 

15.00 

17.87 

12.83 

6.59 

6.64 

1,249 

821 

428 

1,608 

1950 . 

18.40 

18.33 

10.96 

15.53 

a  57 

6.63 

1,798 

1,237 

561 

1,742 

1951 . 

22.34 

22.68 

2a  59 

19.91 

a  13 

9.27 

1,826 

1,253 

573 

1,419 

1952 . 

24.50 

24.78 

22.86 

22.49 

5.80 

10.47 

1,960 

1,332 

648 

2,002 

1953 . 

24.73 

24.84 

24.03 

22.60 

9.69 

2,445 

1,665 

780 

2,248 

1954 . 

29.69 

30.25 

27.87 

‘23.96 

195 

11.25 

3,436 

2,388 

1,048 

2,688 

1985 . 

40.49 

42.40 

31.37 

32.94 

^hTT!! 

11.50 

1030 

2,791 

1,239 

2,852 

1956 . 

46.62 

49.80 

32.25 

33.65 

1105 

3,984 

2,823 

1,161 

2,214 

1957 . 

44.38 

47.63 

32.10 

28.11 

135 

12.80 

3,676 

2,482 

1,094 

2, 190 

1988 . 

46.24 

49.36 

37.22 

27.05 

3.07 

16.64 

1537 

3,285 

1,252 

2,569 

1959 . 

57.38 

61.45 

44. 15 

38.09 

3.23 

17.05 

1461 

3,280 

1,181 

2,584 

1960 . 

55.85 

59.43 

46.86 

30.31 

3.47 

17.09 

1415 

3,222 

1, 193 

2,614 

1961 . 

66.27 

69.99 

60.20 

32.83 

2.98 

21.06 

5,602 

1259 

1,343 

3,398 

1962 . 

62.38 

65.54 

50.16 

30.56 

137 

16.68 

5,494 

1 125 

1,369 

4,352 

1963 . 

69.87 

73.39 

64.99 

37.58 

3.17 

17.62 

7,242 

5,515 

1,727 

4,754 

1964 . 

81.37 

86.19 

69.01 

45.46 

3.01 

18.06 

7,083 

8,079 

1,974 

4,631 

1965 . 

88. 17 

93.48 

76.08 

46.78 

3.00 

17.08 

7,705 

5,521 

2,184 

4, 135 

1906 . 

85.26 

91.00 

68. 21 

46.34 

3.40 

7,443 

5,329 

2,114 

4,501 

1965:  Jan . 

86.12 

91.04 

75.87 

46.79 

2.99 

6,940 

1986 

1,954 

4,011 

Feb . 

86.75 

91.64 

77.04 

46.76 

2.99 

6,872 

5,007 

1,865 

3,851 

Mar . 

86.83 

91.75 

76.92 

46.98 

2.99 

17.69 

6,941 

5,055 

1,886 

4,434 

1 1  1 1 1 1 

87.97 

93.06 

77. 24 

46.63 

2. 95 

7,001 

5,066 

1,935 

4,571 

1 1 1 1 1 1 1 

89. 28 

94.69 

77.50 

45.53 

2.92 

7,085 

5,129 

1,956 

41495 

1 1 1 1 1 1 1 

85.04 

90.19 

74. 19 

42.52 

3.07 

15.93 

7,084 

5,114 

1,970 

5,325 

1  1  1 1  M 

84.91 

89.92 

74  63 

43. 31 

3.09 

6,833 

1863 

1,970 

3,673 

86.49 

91.68 

74.71 

46.13 

3.06 

6,874 

41886 

1.988 

3,710 

Sept . 

89.38 

94.93 

76.10 

46.96 

2.98 

17. 10 

7,036 

1994 

3,323 

91.39 

97.20 

76.69 

48.46 

2.91 

7,117 

8,073 

92. 15 

08.02 

76.72 

50.23 

2.96 

7,304 

5,209 

2,095 

3,734 

Dec . 

91.73 

97.66 

75.39 

51.03 

3.05 

17.61 

7,705 

5,521 

2,184 

4,135 

93. 32 

99.56 

74.50 

53.68 

3.02 

7,726 

5s  551 

2,175 

3.985 

Feb . 

92.09 

99.11 

71.87 

54.78 

3.06 

7;  950 

5,753 

2,197 

Mar . 

88.88 

95.04 

69.21 

51.52 

3.23 

16.31 

7,823 

5,645 

2;  178 

3,752 

91.60 

98.17 

70.06 

52.33 

3.15 

7,991 

5,835 

2,156 

4,418 

86.78 

92.85 

68. 49 

47.00 

3.30 

7,905 

5,768 

2,137 

June . 

86.06 

92.14 

67.61 

46.35 

3.36 

11 71 

8,001 

8,770 

2,231 

4,654 

New  series  ^ 

85.84 

91.95 

67. 30 

45.50 

3.37 

7,870 

5,667 

3, 687 

80. 65 

86. 40 

63.41 

42. 12 

3.60 

7,811 

5,609 

4,179 

Sept . 

77.81 

83.11 

63.11 

40.31 

3.75 

13.92 

7,525 

5,355 

3, 545 

77.13 

82. 01 

65.41 

39.44 

3.76 

7,302 

5,169 

2,133 

3.268 

80.99 

86.10 

68.82 

41.57 

3.66 

7,352 

8,217 

2,135 

Dec . 

81.33 

86.60 

68.86 

41.44 

3.59 

7,443 

5,329 

2,114 

Stock  market  credit 


>  Annual  data  are  averages  of  monthly  figures  and  monthly  data  are  averages  of  dally  figures. 

*  Aggregate  cash  dividends  (based  on  latest  known  annual  rate)  divided  by  the  aggregate  monthly  market 
value  of  the  stocks  in  the  group.  Annual  yields  are  averages  of  monthly  data. 

*  Ratio  of  quarterly  earnings  (seasonally  adjusted  annual  rate)  to  price  index  for  last  day  in  quarter. 
Annual  ratios  are  averages  of  quarterlv  data. 

*  As  reported  by  member  firms  of  the  New  York  Stock  Exchange  carrying  margin  accounts.  Includes 
net  debit  balances  of  all  customers  (other  than  general  partners  in  the  reporting  firm  and  member  firms  of 
national  exchanges)  whose  combined  accounts  net  to  a  debit.  Balances  secured  by  U.S.  Government 
obllrotlons  are  excluded.  Data  are  for  end  of  period. 

'  Loans  by  weekly  reporting  member  banks  (weekly  reporting  large  commercial  banks  begiiming  July 
1906)  to  others  than  brokers  and  dealers  for  purchasing  or  carrying  securities  except  U.S.  Government  obli¬ 
gations.  (For  19S3  throngh  June  1989  some  loans  for  purchasing  or  carrying  U.S.  Government  securities 
may  be  included.)  Data  are  for  last  Wednesday  of  period. 

*  Loans  by  weekly  reporting  member  banks  (weekly  reporting  large  commercial  banks  beginning  July 
1066)  for  purchasing  or  carrying  securities,  including  U.S.  Government  obligations.  Data  are  for  last 
Wednesday  of  peiioa. 

’  See  Federal  Reserve  Bulletin,  August  1066. 

Sources:  Board  of  Governors  of  the  Federal  Reserve  System,  Standard  &  Poor's  Corporation,  and  New 
York  Stock  Exchange. 
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Table  B-73. — Business  formation  and  business  failures,  1929-66 


New 

business  „  , 

rations 

(num- 

ber) «  * 


Business  failures  *  < 


Number  of  failures 


Amount  of  current 
liabilities  (millions  of 
dollars) 


Liability  site 
class 


■  Monthly  data  are  seasonally  adjusted. 

>  Total  for  period.  Monthly  data  are  seasonally  adjusted. 

*  Total  for  period. 

<  Commerdal  and  industrial  failures  only.  Excludes  failures  of  banks  and  railroads  and,  beginning  1B33, 
of  real  estate,  insurance,  holding,  and  financial  companies,  steamship  lines,  travel  agencies,  etc. 

>  Failure  rate  per  10,000  listed  enterprises.  Monthly  data  are  seasonally  adjusted. 

•  Series  revised;  not  strictly  comparable  with  earlier  data. 

’  Includes  data  for  Hawaii  beginning  lOfiO  and  Alaska  beginning  1960.  (Figure  (or  19S8  comparable  with 
1980  is  180,781;  figure  for  1960  comparable  with  1989  is  182,^4.) 

■  Includes  data  for  District  of  Columbia  beginning  1963. 

Sources:  Department  of  Commerce  (Bureau  of  the  Census)  and  Dun  &  Bradstreet,  Inc. 
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AGRICULTURE 

Table  B-74. — Income  from  agriculture,  1929-66 


Year  or 
quarter 

Personal  Income 
received  by  total 
farm  population 

Income  received  from  farming 

Kealized  gross 

Produc¬ 
tion  ex¬ 
penses 

Net  to  farm 
operators 

Net  income  per 
farm,  including 
net  inventory 

From 

aU 

sources 

From 

farm 

sources 

From 

non¬ 

farm 

sources' 

Total  > 

Cash 

receipts 

from 

market¬ 

ings 

Exclud¬ 
ing  net 
inven¬ 
tory 
change 

Includ¬ 
ing  net 
inven¬ 
tory 
change* 

cha: 

Current 

prices 

nge 

1966 
prices  * 

Billions  of  dollars 

Dollars 

1929 . 

13.9 

11.3 

7.7 

6.3 

6.2  1 

945 

1,920 

1930 . - 

11.6 

0.1 

6.0 

4.6 

■R 

661 

1,416 

1931 . 

8.4 

2.9 

606 

1932 . 

6.4 

Hil 

1.9 

2.0 

304 

1933 . 

7.1 

Ml 

2.7 

2.6 

379 

1,115 

lOM . 

5.4 

3.2 

2.2 

8.6 

Ba 

Ktl 

3.9 

2.0 

431 

i;io5 

1035 . 

7.7 

5.4 

2.3 

9.7 

4.6 

5.3 

775 

1,987 

1936 . 

7.2 

4.6 

2.6 

10.8 

8.4 

5.6 

5.1 

4.3 

639 

1,638 

1937 . 

9.0 

6.2 

2.7 

11.4 

8.0 

6.2 

5.2 

6.0 

005 

2,207 

1938 . 

7.2 

4.7 

2.5 

10.1 

7.7 

5.0 

4.2 

4.4 

668 

1,713 

1939 . 

7.4 

4.8 

2.6 

10.6 

7.9 

6.3 

4.3 

4.4 

685 

1,803 

1940 . 

7.6 

4.8 

: 

11.1 

8.4 

6.0 

4.2 

4.5 

706 

1,858 

1941 . 

10.1 

6.8 

13.0 

11.1 

7.8 

6.1 

6.5 

1,031 

2,515 

1942 . 

14.1 

10.1 

18.8 

15.6 

10.0 

8.8 

9.0 

1,588 

3,370 

1943 . 

16.5 

12.1 

^B1  ^ 

23.4 

10.6 

11.6 

11.8 

11.7 

1,927 

3,636 

1944 . 

16.6 

12.2 

24.4 

12.3 

IZl 

11.7 

1,050 

3,482 

1945 . 

17.2 

12.8 

25.8 

21.7 

13.1 

12.8 

12.3 

2,063 

3,557 

1946 . 

20.0 

15.5 

4.6 

20.5 

24.8 

14.5 

15.0 

15.1 

2,543 

3,973 

1947 . 

21.1 

15.8 

5.3 

34.1 

20.6 

17.0 

17.1 

15.4 

2,615 

3,487 

1948 . 

23.8 

18.0 

5.8 

34.7 

30.2 

18.8 

15.9 

17.7 

3,044 

3,805 

1949 . 

19.5 

13.3 

6.2 

31.6 

27.8 

18.0 

13.6 

12.8 

2,233 

2,000 

1950 . 

20.4 

14.1 

6.3 

32.3 

28.5 

19.4 

12.0 

13.7 

2,421 

3,104 

1951 . 

22.7 

16.2 

6.5 

37.1 

32.0 

22.3 

14.8 

16.0 

2,046 

3,466 

1952 . 

22.1 

15.4 

6.7 

36.8 

32.5 

22.6 

14.1 

15.1 

2,896 

3,367 

1953 . 

10.8 

13.4 

6.4 

35.0 

31.0 

21.3 

13.7 

13.1 

2,626 

3,089 

1954 . 

18.4 

12.5 

5.0 

33.6 

20.8 

21.6 

12.0 

12.5 

2,606 

3,030 

1955 . 

17.6 

11.4 

6.2 

33.1 

29.5 

21.0 

11.2 

11.5 

2,463 

1056 . 

17.8 

11.2 

6.6 

34.3 

22.4 

11.9 

11.4 

2,535 

1957 . 

17.7 

11.0 

6.6 

34.0 

29.7 

23.3 

10.7 

11.3 

2,590 

1958 . 

10.5 

12.8 

6.7 

37.9 

33.5 

25.2 

12.7 

13.5 

3, 189 

1959 . 

18.1 

11.0 

7.0 

37.5 

33.5 

26.1 

11.4 

11.5 

2,795 

1060 . 

18.7 

11.4 

7.2 

37.0 

34.0 

26.2 

11.7 

12.0 

3,043 

3,308 

1961 . 

10.0 

12.1 

6.0 

39.6 

34.0 

27.0 

12.6 

12.0 

3,389 

3,684 

1962 . 

19.2 

•  12.2 

7.0 

41.1 

36.2 

28.5 

12.5 

13.1 

3,562 

3,789 

1063 . 

18.7 

12.0 

6.7 

42.1 

37.2 

20.6 

12.5 

13.1 

3,671 

3,864 

1064 . 

17.9 

11.1 

6.7 

42.3 

36.9 

29.4 

12.0 

12.1 

3,479 

z,m 

1965 . 

20.6 

13.7 

6.8 

44.0 

30.2 

30.7 

14.2 

15.2 

4,493 

4,632 

1966  » . 

21.3 

14.5 

6.8 

49.5 

42.9 

33.2 

16.3 

16.1 

4,055 

4,055 

5ea»ona//v  adjutled  annual  rates 

1965:  I . 

42.9 

37.3 

30.0 

12.0 

12.9 

3,820 

3,980 

II . 

45.4 

30.7 

30.8 

14.6 

15.5 

4,590 

4,730 

Ill . 

45.5 

39.7 

sao 

14.6 

16.1 

4,770 

4,020 

rv 

45.9 

40.0 

31.2 

14.7 

16.1 

4,770 

4,920 

1066:  I . 

48.4 

42.2 

31.9 

16.5 

17.1 

5,260 

5,310 

II . 

48.7 

42.2 

32.5 

16.2 

16.4 

5,040 

5,040 

Ill . 

40.8 

43.0 

33.8 

16.0 

15.5 

4,770 

4,720 

IV  » . 

51.1 

44.1 

34.6 

16.5 

15.3 

4,710 

4,660 

*  Includes  all  Income  received  by  farm  residents  from  nonfarm  sources  such  as  wages  and  salaries  from 
nonbrm  employment,  nonbtrm  business  md  professional  income,  rents  from  nonfarm  real  estate,  dividends. 
Interest,  royuties,  unemployment  compensation,  and  social  security  payments. 

*  Cash  receipts  from  marketings.  Government  payments,  and  nonmoney  income  furnished  by  farms. 

*  Includes  net  change  in  inventory  of  crops  and  livestock  valued  at  the  average  price  for  the  year. 

4  Income  in  current  prices  divided  by  the  index  of  prices  paid  by  farmers  for  family  living  items  on  a 
1066  base. 

Source:  Department  of  Agriculture. 
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Table  B-7S. — Farm  praJuctu*  mdtxes,  1929-66 
\ma-m-vaa] 


Year 

Farm 
ont¬ 
put  1 

Crops 

Livestock  and  products 

Total* 

Feed 

grains 

Hay 

and 

Food 

Ve^e- 

taW^ 

Fruits 

and 

nuts 

Cot¬ 

ton 

To¬ 

bacco 

Oil 

crops 

Total* 

Meat 

ani¬ 

mals 

Dairy 

prod¬ 

ucts 

Poul- 

and 

eggs 

1929... 

62 

73 

62 

70 

68 

73 

76 

120 

88 

13 

62 

76 

44 

1930... 

61 

60 

66 

66 

74 

74 

73 

113 

05 

14 

63 

76 

45 

1931... 

66 

77 

63 

72 

79 

76 

02 

138 

89 

14 

66 

78 

44 

1932... 

6< 

73 

73 

74 

63 

76 

76 

105 

58 

13 

67 

79 

44 

1933... 

69 

65 

66 

69 

47 

73 

76 

105 

80 

11 

67 

70 

79 

44 

1934... 

61 

54 

33 

64 

45 

80 

71 

78 

63 

13 

61 

59 

78 

41 

1935... 

61 

70 

60 

82 

66 

81 

90 

86 

76 

21 

69 

63 

78 

41 

1936... 

55 

59 

38 

66 

64 

76 

70 

101 

68 

16 

63 

60 

79 

44 

1937... 

69 

81 

67 

76 

74 

82 

03 

164 

01 

18 

62 

58 

70 

44 

1938... 

67 

76 

66 

81 

77 

81 

84 

97 

80 

22 

65 

63 

81 

45 

1939... 

68 

75 

65 

75 

63 

81 

96 

96 

no 

29 

70 

71 

82 

48 

1940... 

70 

78 

66 

86 

83 

93 

102 

84 

34 

71 

72 

84 

49 

1941... 

73 

79 

71 

86 

84 

90 

88 

73 

37 

76 

76 

89 

64 

1942... 

82 

89 

81 

93 

89 

98 

106 

81 

66 

84 

87 

92 

62 

1943... 

80 

83 

74 

01 

97 

84 

03 

81 

60 

01 

07 

01 

71 

1944... 

83 

88 

78 

90 

02 

98 

100 

113 

60 

86 

88 

92 

71 

1946... 

81 

86 

76 

93 

92 

04 

80 

74 

114 

64 

86 

84 

95 

74 

1946... 

84 

80 

82 

87 

06 

105 

106 

71 

134 

52 

83 

82 

04 

69 

1947... 

81 

85 

63 

84 

111 

91 

101 

97 

122 

65 

82 

81 

93 

68 

1948... 

88 

97 

91 

84 

107 

97 

92 

122 

116 

67 

80 

79 

90 

67 

1949... 

87 

02 

80 

83 

02 

94 

98 

131 

114 

61 

85 

83 

93 

74 

1950... 

86 

80 

81 

80 

86 

96 

96 

82 

117 

71 

88 

89 

93 

78 

1961... 

89 

01 

76 

02 

86 

80 

100 

124 

136 

65 

02 

96 

02 

81 

1962... 

92 

95 

79 

90 

100 

00 

07 

124 

130 

63 

92 

95 

92 

82 

1963... 

93 

94 

77 

02 

100, 

05 

96 

134 

no 

63 

93 

94 

97 

84 

1964... 

93 

93 

81 

92 

88 

93 

90 

111 

130 

71 

96 

98 

98 

87 

1966... 

96 

96 

86 

OR 

83 

06 

90 

120 

127 

78 

90 

103 

99 

86 

1966... 

97 

96 

86 

04 

87 

102 

103 

108 

02 

09 

101 

04 

1967... 

95 

93 

93 

101 

82 

08 

04 

89 

Bdi 

91 

97 

06 

101 

95 

1968... 

102 

104 

101 

102 

121 

102 

102 

03 

111 

99 

98 

100 

101 

1969... 

103 

103 

106 

07 

97 

100 

104 

118 

104 

96 

104 

106 

90 

104 

106 

108 

100 

103 

115 

103 

06 

116 

112 

105 

102 

103 

101 

104 

1961... 

107 

107 

99 

102 

106 

no 

100 

116 

122 

106 

106 

103 

112 

1962... 

108 

107 

100 

106 

98 

108 

96 

121 

134 

123 

107 

108 

104 

111 

1963... 

112 

112 

110 

105 

102 

108 

102 

126 

136 

128 

111 

114 

103 

115 

1964... 

112 

109 

97 

105 

114 

103 

111 

124 

120 

128 

113 

116 

105 

118 

1966.... 

116 

116 

111 

112 

116 

109 

118 

121 

107 

164 

111 

no 

104 

122 

1966*.. 

113 

112 

111 

110 

118 

110 

122 

78 

107 

165 

111 

111 

101 

\ 

128 

■  Farm  ontput  measures  the  annual  yolume  of  form  production  available  for  eventual  human  use  through 
sales  from  farms  or  consumption  In  farm  households.  Total  excludes  production  of  feed  for  horses  and 
mules. 

>  Includes  production  of  feed  for  horses  and  mules  and  certain  items  not  shown  separately. 

*  Includes  certain  items  not  shown  separately. 

Source:  Department  of  Agriculture. 
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Table  B-76. — Farm  population,  mploymetU,  and  productivity,  1929-66 


Year 

Farm  popu¬ 
lation 
(April  1)  > 

Farm  employment 
(thousands)  * 

Farm  output 

Crop 
pro¬ 
duc¬ 
tion 
per 
acre  * 

Live¬ 

stock 

pro¬ 

duction 

per 

breed¬ 

ing 

unit 

Num¬ 

ber 

(thou¬ 

sands) 

As  per¬ 
cent  of 
total 
popu¬ 
lation  > 

Total 

Family 

workers 

Hired 

workers 

Per 

unit 

of 

total 

input 

Per  man-hour 

Total 

Crops 

Live¬ 

stock 

Index,  1067-59-100 

1029 . 

30,580 

25.2 

12,763 

0,360 

3,403 

63 

28 

28 

'  48 

69 

68 

1930 . 

30,520 

24.0 

12,497 

9,307 

3,190 

63 

28 

27 

47 

64 

70 

1931 . 

30,845 

24.9 

12, 745 

0,642 

3,103 

69 

30 

30 

47 

72 

70 

1932 . 

31,388 

25.2 

12,816 

0,922 

2,894 

69 

30 

30 

47 

68 

69 

1933 . 

32,393 

25.8 

12;  739 

0,874 

2,865 

65 

28 

27 

46 

61 

68 

1934 . 

32,305 

25.5 

12,627 

9,765 

2,862 

59 

27 

27 

43 

51 

62 

1935 . 

32.161 

25.3 

12,733 

9,855 

2,878 

60 

31 

31 

44 

66 

69 

1936 . 

31,737 

2A8 

12,331 

0,350 

21981 

62 

29 

28 

46 

66 

70 

1937 . 

31,266 

24.2 

11,078 

0,054 

2,924 

73 

33 

33 

46 

76 

71 

1938 . 

30,980 

23.8 

11,622 

8,815 

2;  807 

74 

35 

35 

48 

73 

75 

1039 . 

30,840 

23.5 

11,338 

8,611 

2,727 

72 

35 

34 

50 

74 

76 

1940 . 

30,547 

23.1 

10,070 

8,300 

2,670 

72 

37 

60 

76 

75 

1941 . 

30,118 

22.6 

10,669 

8,017 

21662 

75 

39 

61 

77 

80 

1042 . 

28,914 

21.4 

10,504 

7,949 

2,555 

82 

43 

56 

86 

81 

1943 . 

26,186 

19.2 

10,446 

8,010 

2,436 

79 

41 

68 

78 

78 

1944 . 

24,815 

17.9 

10,210 

7,988 

2,231 

82 

44 

66 

83 

75 

1945 . 

24,420 

17.5 

10,000 

7,881 

2,119 

82 

46 

46 

68 

82 

79 

1946 . 

25,403 

18.0 

10,205 

8,106 

2,189 

85 

49 

60 

60 

86 

78 

1047 . 

25,829 

17.9 

10,382 

8,115 

2,267 

82 

50 

50 

61 

82 

79 

1948 . 

24,383 

16.6 

10,363 

8,026 

2,337 

88 

56 

57 

62 

92 

82 

1949 . 

24,194 

16.2 

0,964 

7,712 

2,252 

86 

57 

57 

66 

85 

86 

1950 . 

23,048 

15.2 

9,926 

7,597 

2,320 

61 

63 

68 

84 

86 

1951 . 

21,800 

14.2 

0,546 

7,310 

21236 

62 

61 

72 

85 

89 

1952 . 

21,748 

13.9 

9,149 

7,005 

2,144 

68 

67 

74 

90 

80 

1953 . 

19,874 

12.5 

8,864 

6,776 

2,089 

71 

60 

76 

89 

93 

1954 . 

10,019 

11.7 

8,651 

6,670 

2,061 

74 

73 

80 

88 

02 

1955 . 

19,078 

11.5 

8.379 

6.345 

%034 

04 

80 

85 

91 

03 

1956 . 

18,712 

11.1 

7,853 

6,899 

1,064 

06 

86 

80 

02 

95 

1057 . 

17,656 

10.3 

7,600 

5,660 

1,040 

06 

91 

02 

93 

96 

1958 . 

17,128 

0.8 

7,503 

6,621 

1,062 

103 

103 

100 

105 

100 

1959 . 

16,592 

0.4 

7,342 

5,390 

1,952 

106 

108 

102 

104 

1960 . 

15,635 

8.7 

7,057 

5,172 

1,885 

115 

114 

113 

100 

105 

1981 . 

14,803 

8.1 

6,019 

5,029 

1,800 

106 

120 

no 

120 

113 

106 

1962 . 

14,313 

BSI 

6,700 

4,873 

1,827 

107 

127 

124 

127 

116 

108 

1963 . 

13,367 

6;  518 

4,738 

1,780 

no 

135 

132 

137 

no 

111 

1964 . 

12;  954 

6.7 

6,110 

4,606 

1,604 

109 

142 

133 

147 

116 

112 

1065 . 

12.363 

6.4 

5,610 

4,128 

1,482 

112 

153 

150 

164 

123 

no 

1966  » . 

11,500 

5.8 

5.250 

3,902 

1,357 

■1 

157 

149 

161 

120 

114 

t  Farm  population  as  defined  by  Department  of  Agriculture  and  Department  of  Commerce,  i.e.,  clTilian 
population  Imng  on  farms,  regardless  of  occupation. 

*  Total  population  of  United  States  as  of  July  1  Includes  armed  forces  abroad  and  Alaska  and  Hawaii 
beginning  January  and  August  1059,  respectively. 

*  Includes  persons  doing  arm  work  on  all  brms.  These  data,  published  by  the  Department  of  Agri¬ 
culture,  Statistical  Reporting  Service,  differ  from  those  on  agricultural  employment  by  the  Department 
of  Labor  (see  Table  B-20)  because  of  differences  in  the  method  of  approach,  in  concepts  of  empayment, 
and  in  time  of  month  for  which  the  data  are  collected.  For  further  explanation,  see  monthly  report  on 
Farm  Labor,  September  tO,  196S. 

<  Computed  from  variable  weights  for  individual  crops  produced  each  year. 

Sources:  Department  of  Agriculture  and  Department  of  Commerce  (Bureau  of  the  Census). 
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Table  B-77. — Indexes  of  prices  received  and  prices  paid  by  farmers,  and  parity  ratio,  1929-66 

I1057-S9-1OO] 


Prices  received  by  tanners 


Year  or  month 

All 
farm 
prod¬ 
ucts  > 

Crops 

Livestock  and  products 

All 

crops' 

Food 

grains 

Feed 

and 

Total 

Tains 

bay 

Feed 

grains 

Cot¬ 

ton 

To¬ 

bacco 

OU- 

bear- 

ing 

crops 

All 
live¬ 
stock 
and 
prod¬ 
ucts  > 

Meat 

ani¬ 

mals 

Dairy 

prod¬ 

ucts 

Poul- 

and 

eggs 

1929 . 

61 

61 

55 

74 

77 

57 

35 

62 

62 

50 

65 

102 

1930 . 

52 

52 

44 

67 

40 

29 

48 

52 

43 

55 

81 

1931 . 

36 

34 

27 

46 

24 

20 

32 

38 

30 

43 

62 

1932 . 

27 

26 

21 

31 

19 

18 

19 

28 

20 

33 

51 

1933. . 

29 

32 

31 

36 

26 

22 

25 

27 

19 

34 

47 

1934 . 

37 

44 

43 

60 

39 

32 

45 

32 

22 

40 

66 

1938 . 

45 

46 

46 

68 

70 

38 

35 

55 

44 

38 

45 

74 

1936 . 

47 

49 

51 

65 

68 

38 

33 

52 

46 

38 

49 

73 

1937 . 

51 

53 

87 

79 

84 

36 

41 

56 

49 

42 

61 

70 

1938 . 

40 

36 

35 

45 

45 

27 

36 

42 

43 

37 

45 

69 

1939 . 

39 

37 

34 

46 

44 

28 

31 

42 

41 

36 

43 

61 

1940 . 

42 

41 

40 

54 

54 

32 

28 

45 

42 

35 

47 

62 

1941 . 

51 

48 

46 

58 

58 

43 

32 

60 

53 

46 

65 

77 

1942 . 

66 

65 

57 

72 

73 

60 

51 

80 

66 

60 

63 

96 

1943 . 

•80 

84 

70 

06 

97 

64 

66 

88 

77 

66 

•77 

121 

1944 . 

•82 

89 

78 

108 

109 

66 

72 

97 

76 

62 

•86 

112 

1945 . 

•86 

91 

81 

106 

104 

69 

74 

100 

82 

•67 

•89 

126 

1946 . 

•98 

102 

95 

127 

131 

91 

78 

114 

94 

•81 

•104 

127 

1947 . 

114 

118 

128 

161 

171 

105 

77 

158 

111 

107 

106 

141 

1948 . 

119 

114 

118 

162 

170 

104 

78 

153 

122 

117 

117 

163 

1949 . 

103 

100 

103 

112 

109 

94 

82 

106 

106 

101 

98 

140 

1950 . 

107 

104 

106 

122 

123 

108 

83 

120 

108 

no 

97 

118 

1951 . 

125 

119 

115 

143 

147 

129 

90 

148 

130 

133 

112 

144 

1982 . 

119 

120 

116 

147 

150 

119 

89 

129 

119 

115 

118 

130 

1983 . 

105 

■  ’1 

111 

130 

132 

102 

89 

122 

104 

94 

104 

140 

1984 . 

102 

no 

128 

130 

105 

91 

133 

97 

92 

96 

113 

1955 . 

96 

107 

116 

116 

104 

90 

109 

90 

80 

96 

121 

1956 . 

95 

105 

106 

115 

116 

103 

93 

111 

88 

76 

99 

112 

1957 . 

97 

101 

106 

105 

105 

101 

96 

106 

94 

89 

101 

102 

1958 . 

104 

100 

08 

97 

97 

97 

100 

98 

106 

109 

99 

108 

1959 . 

99 

99 

06 

08 

98 

102 

104 

96 

100 

102 

100 

90 

1960 . 

09 

99 

06 

05 

93 

97 

103 

93 

98 

96 

101 

101 

1961 . 

99 

102 

00 

05 

94 

109 

112 

98 

97 

101 

92 

1962 . 

101 

104 

107 

97 

95 

109 

108 

99 

101 

99 

92 

1963 . 

100 

107 

106 

103 

101 

102 

113 

95 

94 

99 

92 

1964 . 

98 

107 

00 

105 

102 

101 

112 

91 

88 

100 

90 

1965 . 

102 

104 

77 

100 

106 

94 

106 

116 

101 

104 

102 

92 

1966 . 

110 

105 

87 

113 

111 

82 

114 

128 

113 

116 

114 

102 

1965;  Jan  15 . 

98 

105 

79 

no 

106 

90 

101 

120 

92 

88 

104 

87 

Feb  18 . 

98 

105 

79 

111 

107 

89 

103 

123 

93 

91 

102 

87 

Mar  15 . 

99 

107 

112 

108 

93 

123 

93 

92 

100 

88 

Apr  15 . 

101 

109 

113 

no 

95 

123 

95 

95 

97 

91 

May  15 . 

104 

111 

115 

112 

97 

119 

99 

104 

94 

87 

June  15 . 

105 

108 

113 

113 

97 

103 

120 

103 

111 

94 

88 

July  15 . 

104 

104 

112 

111 

97 

103 

118 

104 

111 

97 

90 

Aug  15 . 

103 

100 

108 

107 

93 

107 

112 

105 

111 

101 

93 

Sept  15 . 

103 

100 

108 

106 

95 

109 

107 

105 

108 

106 

96 

Oct  15. . 

103 

99 

77 

101 

99 

95 

109 

107 

106 

108 

108 

96 

Nov  15. . 

103 

98 

79 

98 

94 

94 

113 

107 

107 

108 

no 

98 

Dec  15. . 

107 

100 

80 

105 

101 

90 

113 

111 

112 

116 

no 

104 

1966:  Jan  18. . 

108 

101 

108 

105 

86 

111 

117 

114 

120 

B^ 

101 

Feb  15 . 

112 

104 

no 

106 

86 

112 

121 

118 

125 

B^ 

108 

Mar  15. . 

111 

104 

107 

104 

90 

112 

119 

118 

123 

B^ 

no 

Apr  15 . 

no 

106 

108 

106 

92 

113 

121 

113 

119 

mm 

102 

May  15 . 

109 

107 

no 

109 

92 

113 

124 

no 

117 

Bid 

95 

June  15 . 

109 

108 

no 

109 

94 

113 

128 

no 

117 

Bid 

93 

July  15 . 

no 

no 

96 

115 

114 

97 

113 

138 

111 

114 

111 

97 

Aug  15. . 

113 

108 

94 

118 

117 

69 

115 

148 

116 

119 

117 

103 

Sept  15 . 

112 

106 

93 

120 

119 

69 

118 

133 

116 

115 

124 

106 

Oct  18 . 

no 

104 

89 

116 

114 

73 

116 

128 

114 

111 

128 

101 

Nov  15 . 

107 

103 

89 

115 

113 

71 

111 

128 

no 

105 

127 

103 

Dec  18. . 

107 

103 

90 

118 

116 

71 

116 

129 

109 

105 

125 

100 

Table  B-77. — Indexes  of  prices  received  and  prices  paid  by  farmers,  and  parity  ratio,  1929-66 — 

Continued 

[lB57-fi9>iaO) 


Year  or  month 

Prices  paid  by  farmers 

Par¬ 
ity 
fatlo  * 

All 

items, 

in¬ 

terest, 

taxes, 

and 

wage 

rates 

(parity 

index) 

Commodities  and  services 

In¬ 
ter¬ 
est  > 

Taxes* 

Wag* 

All 

items 

Fam- 

lly 

iivms 

items 

Production  items 

AU 

produc¬ 
tion 
Items  * 

Feed 

Motor 

ve¬ 

hicles 

Farm 

ma- 

chin* 

ery 

Fer- 

til- 

Iter 

1929 . 

■a 

54 

56 

68 

36 

43 

85 

116 

66 

32 

92 

1930 . 

60 

62 

61 

36 

43 

83 

113 

67 

30 

83 

1931 . 

44 

44 

43 

43 

43 

35 

42 

76 

108 

66 

24 

67 

1932 . 

38 

38 

37 

38 

32 

34 

40 

66 

101 

51 

18 

68 

1933 . 

37 

38 

38 

38 

37 

34 

39 

61 

90 

44 

16 

64 

1934 . 

41 

43 

43 

44 

62 

36 

40 

69 

80 

38 

17 

76 

193fi . 

42 

45 

43 

46 

53 

37 

41 

68 

74 

36 

18 

88 

1936 . 

42 

45 

43 

46 

65 

38 

42 

64 

20 

92 

1937 . 

46 

48 

45 

60 

62 

39 

43 

67 

64 

wl 

22 

93 

1938 . 

42 

45 

43 

47 

47 

42 

44 

67 

60 

Kf 

22 

78 

1939 . 

42 

44 

42 

46 

47 

40 

43 

66 

68 

37 

22 

77 

1940 . 

42 

45 

42 

47 

50 

40 

43 

64 

66 

38 

22 

81 

1941 . 

45 

48 

46 

60 

64 

42 

43 

64 

64 

38 

26 

93 

1942 . 

62 

66 

62 

67 

66 

46 

46 

71 

61 

38 

34 

106 

1943 . 

58 

61 

58 

63 

78 

47 

48 

76 

46 

37 

45 

113 

1944 . 

62 

64 

61 

66 

87 

61 

49 

77 

43 

37 

54 

108 

1946 . 

65 

66 

64 

67 

86 

63 

49 

79 

41 

39 

62 

109 

1946 . 

72 

71 

73 

100 

55 

51 

79 

40 

43 

66 

113 

1947 . 

86 

83 

86 

118 

63 

58 

88 

42 

48 

72 

116 

1948 . 

92 

88 

95 

125 

71 

67 

96 

43 

66 

76 

no 

1949 . 

88 

85 

91 

103 

78 

76 

98 

46 

60 

74 

100 

1960 . 

90 

86 

94 

106 

78 

78 

94 

49 

65 

73 

101 

1961 . 

100 

94 

104 

118 

83 

83 

100 

54 

68 

81 

107 

1962 . 

100 

95 

104 

126 

87 

86 

102 

69 

71 

87 

100 

1968 . 

95 

96 

94 

97 

114 

86 

87 

103 

63 

74 

88 

92 

1964 . 

95 

96 

94 

97 

113 

86 

87 

102 

68 

77 

88 

89 

1966 . 

94 

95 

95 

96 

106 

87 

87 

101 

74 

81 

89 

84 

1966 . 

95 

96 

96 

95 

103 

89 

92 

100 

83 

87 

92 

83 

1967 . 

98 

98 

99 

98 

101 

96 

96 

100 

91 

93 

96 

82 

1968 . 

100 

101 

100 

100 

99 

100 

100 

100 

100 

100 

99 

86 

1969 . 

102 

101 

101 

102 

100 

104 

104 

100 

109 

107 

106 

81 

1960 . 

102 

101 

102 

101 

98 

102 

107 

100 

120 

117 

109 

80 

1961 . 

103 

101 

102 

101 

98 

102 

no 

100 

131 

126 

no 

79 

1962 . 

106 

103 

100 

106 

in 

■TiTil 

145 

132 

■SI 

80 

1963 . 

jj 

104 

tr 

104 

109 

113 

■uM 

162 

139 

mm 

78 

1964 . 

T 

105 

103 

111 

116 

99 

182 

147 

119 

78 

1966 . 

no 

s 

107 

!t 

104 

113 

119 

■Tiril 

206 

156 

126 

77 

1966  » . 

114 

s 

no 

it 

109 

118 

124 

BliM 

232 

165 

135 

80 

row-  jftti  16 

108 

inA 

104 

. 

204 

166 

m 

74 

Feb  16 . 

109 

it 

mm 

104 

_ 

204 

166 

m 

76 

Mar  16 . 

109 

it 

106 

104 

mm 

204 

166 

m 

76 

109 

106 

105 

100 

204 

166 

jte 

76 

May  16 . 

110 

108 

105 

115 

204 

166 

lie 

78 

Julie  16 . 

no 

107 

106 

114 

119 

100 

204 

155 

tte 

79 

July  16 . 

110 

107 

104 

204 

166 

m 

78 

110 

T 

107 

104 

204 

166 

lU 

77 

no 

107 

104 

no 

121 

204 

166 

m 

77 

Oct  16 . 

110 

* 

107 

103 

111 

204 

165 

Its 

77 

110 

s 

107 

102 

113 

204 

166 

mm 

77 

Dbc  16 

111 

108 

103 

115 

121 

206 

156 

mm 

80 

lom-  iKn  16 

112 

108 

^Bk 

105 

232 

165 

trr 

80 

ITaK  IK 

112 

109 

107 

ItBBH 

IBBBB 

232 

166 

in 

83 

Mar  16 

113 

110 

105 

Mnn 

nn^ 

K!il 

232 

166 

in 

81 

Apr  16 

114 

x* 

110 

105 

100 

232 

165 

iss 

80 

May  16  _ 

114 

110 

106 

116 

_ 

232 

166 

mm 

79 

114 

no 

106 

118 

124 

232 

165 

79 

114 

1  ino 

110 

109 

no 

232 

165 

mm 

80 

114 

111 

109 

111 

232 

165 

■rrl 

81 

Sept  16 . 

116 

111 

no 

113 

117 

126 

HTn 

232 

166 

80 

Or.t  16 

116 

111 

109 

112 

119 

232 

165 

Tl 

79 

116 

111 

109 

111 

118 

232 

166 

mm 

77 

Dec  16 . 

116 

1  no 

111 

109 

113 

232 

165 

m 

77 

I  Includes  items  not  shown  separately. 

>  Interest  payable  per  acre  on  larm  r^  estate  debt. 

*  Farm  real  estate  taxes  payable  per  acre  (levied  in  preceding  year). 

*  Monthly  data  are  seasonally  adjusted. 

'  Percentage  ratio  of  prices  received  (or  all  (arm  products  to  parity  index,  on  a  191(y-14»  100  base. 

*  Includes  wartbne  subsidy  payments. 

Source;  Department  of  Agriculture. 


Table  B-78. — Selected  measures  oj  jarm  resources  and  inputs,  1929-66 


Source:  Department  of  Agriculture. 
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Table  B-79. — Comparative  balance  sheet  oj  agriculture,  1929-67 
I  Billions  of  dollars] 


Assets 

Claims 

Other  physical  assets 

Financial  assets 

Beginning  with  1961,  horses  and  mules  are  excluded. 

>  Includes  all  crops  held  on  farms  and  crops  held  off  farms  by  farmers  as  security  for  Commodity  Credit 
Corporation  loans.  The  latter  on  January  1, 1966,  totaled  $570  million. 

Source;  Department  of  Agriculture. 
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INTERNATIONAL  STATISTICS 


Table  B-80. — United  States  balance  of  payments,  1947-66 
[Millions  of  dollars] 


Exports  of  goods  and  services 


Imports  of  goods  and 
services 


Year  or  quarter 


Income  on 
in  VTOiu&autS 

Mer-  MUi- _ Other 

Total  chan-  tary  serv-  Total 

dlse  >  sales  Oov-  ices 


\meat 


Bal¬ 

ance 

on 

goods 

and 

serv¬ 

ices 


Remit¬ 

tances 

and 

pen¬ 

sions 


See  footnotes  at  end  of  table. 
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Table  B-80. — United  States  balance  oj  payments,  1947-66 — Continued 
[MiUions  of  dollars] 


Year  or 
quarter 

U.S. 
Gov¬ 
ern¬ 
ment 
grants 
and 
capi¬ 
tal, 
net » 

U.S.  private  capital, 
net 

For¬ 
eign 
capi¬ 
tal, 
net  * 

Errors 

and 

unre¬ 

corded 

trans¬ 

actions 

Balance 

Changes  in  selected  lia¬ 
bilities  (decrease  (— ))  • 

Changes 
in  gold, 
convert¬ 
ible  cur¬ 
rencies, 
and 
IMF 
gold 
tranche 
position 
(increase 
(-)) 

Direct 

invest¬ 

ment 

Other 

long¬ 

term 

Short¬ 

term 

Liq¬ 

uidity 

basis* 

Offi¬ 

cial 

reserve 

trans¬ 

actions 

basis* 

To  fori 
official  h( 

Liquid 

sign 
>lders  • 

Non- 

liquid* 

To 
other 
foreign 
hol?r 
ers  • 

1M7 

—6. 121 

-749 

-49 

-189 

-432 

949 

4,210 

-3, 316 

1948 

—4, 918 

-721 

-59 

-116 

-361 

1,193 

817 

-i;736 

1949  . 

— 6i649 

-(®) 

-80 

187 

44 

786 

136 

—266 

IQfiO  _ 

— 3g640 

-621 

-496 

-149 

181 

-11 

-3,489 

1,768 

1951 

— i  i9i 

-5CS 

—437 

-1(S 

540 

*  —8 

—33 

1052  .... 

— 2i^ 

-852 

—214 

-94 

52 

627 

-1,206 

—416 

1963 

—2^066 

-736 

135 

167 

146 

366 

-2, 1S4 

1,266 

1054 

—1^664 

-S87 

—320 

249 

191 

—1,541 

'480 

1055 

—2, 211 

=S23 

—241 

—191 

297 

515 

—1,242 

182 

1955  .... 

— 2|362 

-1, 961 

-617 

615 

6® 

—973 

-869 

1057 

— 2^  574 

— 2^442 

—859 

—276 

545 

1,184 

578 

— 1, 165 

105R 

—2, 587 

—1^  181 

—1,444 

-311 

186 

511 

-3,365 

2i292 

1969  ---- 

—1,93d 

-11372 

-926 

-77 

736 

423 

-3;  870 

L036 

I960  . 

-2,769 

-1,674 

-863 

-1,348 

386 

-941 

-3,881 

-3, 402 

>•  1, 449 

2^ 

2,143 

1961 . 

-2;  7R0 

—  li699 

-li666 

707 

BRA-i 

-21370 

>•681 

1,®3 

'606 

1962 . 

miiit 

-i;664 

-1,227 

-544 

1,021 

-1.1^ 

-2;  as 

-2,706 

>»467 

2.54 

213 

1,533 

1963 . 

-3,681 

-1,976 

-1,696 

-785 

688 

-362 

-21670 

-2,044 

1,673 

-7 

619 

378 

1964 . 

-3,660 

-2,416 

-1,961 

-2,146 

685 

BIEE 

-2,798 

-1,646 

1,073 

1,564 

171 

1966 . 

-3,376 

-3,371 

-1,080 

761 

19! 

-4^ 

-1,337 

-1,306 

-17 

KM 

132 

1,222 

1966  »  .... 

—3,6® 

-3,161 

-443 

-63 

-461 

-1,213 

656 

Seasonally  adjusted  annual  rates 

Quarterly  totals  unadjusted 

1964:  I.... 

-3,048 

-1,916 

-2,460 

4S0 

-1,184 

-992 

-676 

-100 

-34 

m 

-51 

11... 

-3,41( 

-2,141 

-2,27( 

332 

-6Cf 

-2,200 

-1,304 

216 

114 

303 

III.. 

-3,64( 

-2,4S 

-2,4« 

-1,46( 

-811 

-2;46f 

-924 

3SG 

•m 

802 

70 

IV... 

-4,236 

-3,116 

-3,262 

-21388 

1,240 

-1,440 

-6,624 

IBE2 

889 

91 

651 

-161 

1966:  I.... 

-3,  as 

-4,848 

-2,656 

1,084 

1,300 

• 

-2,788 

-2, 472 

-360 

-23 

842 

II... 

-3,7a 

-3,1a 

401 

l,64i 

-521 

-43< 

904 

956 

-107 

-16 

-15C 

68 

III.. 

-2,97! 

-2,27( 

-1,462 

4a 

-1,001 

-96( 

-2,1a 

928, 

3S3 

-18 

712 

41 

IV... 

-3,624 

-2,K4 

-=5l( 

-108 

1,004 

-320 

-1,328 

-4,632 

mn 

167 

-633 

271 

1966;  I.... 

-3,792 

-2,748 

-876 

-88 

1,166 

-1, 188 

-2,204 

-004 

-861 

26 

476 

424 

II... 

-3,S5( 

-3,90* 

-sa: 

-162 

3,84( 

-66f 

-664 

>=£30 

6! 

254 

20 

68 

III». 

-3, 176 

-2,800 

-132 

80 

1,052 

472 

-872 

3,7S4 

-614 

106 

1,243 

82 

■  Adjusted  from  customs  data  for  differences  in  timing  and  coverage. 

>  Includes  certain  special  Government  transactions. 

>  Equals  changes  in  liquid  liabilities  to  foreign  offlcial  holders,  other  foreign  holders,  and  changes  in  official 
reserve  assets  consisting  of  gold,  convertible  currencies,  and  the  U.S.  gold  tranche  position  in  the  IMF. 

*  Equals  changs-s  in  liquid  and  nonliquid  liabilities  to  foreign  official  holders  and  changes  in  official  reserve 
assets  consisting  pf  gold,  convertible  currencies,  and  the  U.S.  gold  tranche  position  in  the  IMF. 

'  Includes  short-term  official  and  banking  liabilities,  foreign  holdings  of  U.S.  Government  bonds  and  notes, 
and  certain  nonliquld  liabilities  to  foreign  official  holders. 

•  Central  banks,  governments,  and  U.S.  liabilities  to  the  IMF  arising  from  reversible  gold  sales  to,  and 
gold  deposits  with  the  U.S.  Data  for  years  before  1960  include  estimates  of  official  transactions  in  marketable 
U.S.  Government  bonds  and  notes. 

’  Provisional. 

■  Private  holders;  includes  banks  and  international  and  regional  organizations,  excludes  IMF. 

'  Not  reported  separately. 

”  Includes  change  in  Treasury  liabiiities  to  certain  foreign  military  agencies;  excluding  these  changes, 
data  (t  millions)  are  1,269  (1960),  741  (1961),  919  (1962). 

"  Average  for  the  first  3  quarters  on  a  seasonally  adjusted  annual  rates  basis. 

Note. — Data  exclude  military  grant-aid  and  U.S.  subscriptions  to  International  Monetary  Fund. 

Source;  Department  of  Commerce,  Office  of  Business  Economics. 
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Table  B-81. — United  States  merchandise  exports  and  imports,  by  commodity  groups,  1958-66 

[MUUods  of  dollars] 


Year  or  quarter 


1688... 

1889.. . 

1980.. . 

1961.. . 

1962.. . 

1963.. . 

1964.. . 

1968.. . 
1966'.. 


1964:  I... 

II. . 

III. 

IV. . 

1965:  I... 
II.. 

in. 

IV.. 


1966:  I.... 
II... 

ni.. 

IV*. 


Sea- 

eon- 

atty 

ad- 

juifed 


Merchandise  exports  > 


Total, 

includlnR 

reexports* * 


Un¬ 

ad¬ 

justed 


8,  ns 
8,186 
8,  no 

8,788 

6,688 

8,870 

8,913 

7,108 

7,178\ 

7,181 

7,601 

7,800 


16,373 

16,406 

10,638 

120,188 

20^073 

22.4271 

|28,671 

l26,667[ 

120,800 

6,188 

6,414 

6,036 

7,036 


7,128 

6,436 

7,410 

7,000 

7,430 

7,038 

7,900 


Domestic  exports 


To¬ 

tal** 


Food, 

bever-l 

ages, 

and 

to¬ 

bacco 


16,208 

16,222 

19,437| 

19,043 

20,704 

22,142 

28,318 

26,224 

28,800 

6,101 

6,314 

8,986 

6,647 

8,822 

7,0421 

6,346 

7,314| 

6,931 

7,000| 

6,799 

7,700 


Crude 
ma¬ 
te¬ 
rials 
and 
fuels  ‘I 


2,688 

2,882 

3.148 
3,422 
3,677 
4,096 
4, 

4,821 

8,200 

1.148 
1,134 
1,061 
1,306 

846 

1,163 

i,m 

1,338 

1,287 

1,283 

1,314 

1,4001 


Man-1 

ufac- 

tured 

goods 

(•1 


3,061 

2,066 

3,898 

3,817 

3,323 

3,741 

4,336 

4, 2741 
4,400 

1, 
1,020 
1,036 
1,246 

916 

1,170 

986 

1,202 

1,023 

1,000 

1,030 

1,300 


Im¬ 
ports 
for 
con¬ 
sump¬ 
tion  ■ 


11,646 
11, 171 

12,892 

13,037 

13,012 

14,611 


17,288 

19,000 

3,938 

4,188 

3,887 

4,386 

3,766 
4,717 
4,107 
4,  ■ 

4,680 

4,892 

4,836 

4,900 


Merchandise  imports 


13,167 

18,416 

18,016 

14,660 

16,244 

17,002 

18,600 

21,282 

28,800 

4,340 

4.888 
4,673 
8,020 

4,618 

6,419 

8,168 

6,087 

8,832 

6,2201 

6.888 

6,900 


General  imports  * 


Total* 


Sea- 

eon- 

atty 

ad¬ 

justed 


4,395 

4,581 

4.745 

4,890 

5,863 

6,461 

6,335 

5,954 

8,001 

8,3081 

8,885 

8,8001 


Un¬ 

ad¬ 

justed 


Food, 

bever-| 

ages, 

and 

to¬ 

bacco 


13,220 

18,629' 

18,019 

14,716 

16,382 

17,140 

18,684 

21,366 

28,600 

4,372 

4,608 

4,668 

6,039 

4,600 

6,487 

8,146 

6,124 

8,807 

6,341 

6,6461 

6,800 


Crude] 
ma¬ 
te¬ 
rials 
and 
fuels  *1 


3,880 

3,680| 

3,392 

3,488 

3,674 

3,863 

4,022 

4,013 

4,600 

067 

082] 

on 

1,162 

828 

1,027 

012 

1,246 

1,112 

1,166 

1,112 

1,200 


4,062 

4,680 

4,380 
4,303 
4,640 
4,‘“ 
4,964 

8.388 
8,700 

1,200 

1,220 

1,270 

1,247 

1,202 

1.389 
1,300 
1,404 

1,410 

1,438 

1,486 

1,400 


Man¬ 

ufac¬ 

tured 

goods 

(•) 


Gross 

mer¬ 

chan¬ 

dise 

trade 

sur¬ 

plus, 

sea¬ 

son¬ 

ally 

ad¬ 

justed 

O 


8,283 

7,090 

6,846 

6,623 

7,627 

8,066 

9,108 

11,238 

14,400 

2,080 

2.287 
2,320 
2,472 

2,332 

2,807 

2,762 

3.287 


3,187 
3,822 
3,766 

3, 9001  i,(m 


>  Data  for  1964  only  have  been  adjusted  lor  comparability  with  the  revised  commodity  classlBcations 
effective  in  1968. 

*  Totals  exclude  Department  of  Defense  shipments  of  grant-aid  military  supplies  and  equipment  under 
the  Military  Assistance  Program. 

*  Total  arrivals  of  imported  goods  other  than  intransit  shipments. 

*  Total  includes  commodities  and  transactions  not  classified  according  to  kind. 

*  Includes  fats  and  oils. 

'  Includes  machinery,  transportation  equipment,  chemicals,  metals,  and  other  manufactures.  Export 
data  for  these  items  include  military  grant-aid  shipments. 

7  Imported  merchandise  released  from  Customs  custody  for  entry  into  U.S.  consumption  channels,  en¬ 
tries  into  bonded  manufacturing  warehouses,  and  imported  ores  and  crude  metals  which  have  been  processed 
in  bonded  smelting  warehouses. 

'  Exports,  excluding  military  grant-aid,  less  general  imports. 

*  Totals  based  on  data  for  October,  November,  and  estimates  for  December. 


Note. — Data  are  as  reported  by  the  Bureau  of  the  Census.  Export  statistics  cover  all  merchandise 
shipped  from  the  U.S.  customs  area,  except  supplies  for  U.S.  Armed  Forces.  Export  values  are  f.a.s.  port 
of  export  and  include  shipments  under  Agency  for  International  Ifevelopment  and  Food  for  Peace  programs 
as  well  as  other  private  relief  shipments.  Import  statistics  are  v^ued  f.o.b.,  the  foreign  port  of  export,  and 
exclude  insurance,  transportation,  and  other  cnarges  incident  to  c  rival  in  the  United  States.  Data  include 
trade  of  Alaska,  Hawaii,  and  Puerto  Rico. 

Source:  Department  of  Commerce,  Bureau  of  International  Commerce. 


Table  B-82. — United  States  merchandise  exports  and  imports,  by  area,  1960-66 


[Millions  of  dollars] 


Area 

1960 

1961 

1962 

1963 

1964 

1965 

Januaiy- 

November 

1965 

1966 

Exports  (Including  reexports 
and  special  category  ship- 
ments):  Total . 

20,586 

20,998 

21,700 

23,347 

26,489 

27,346 

24,740 

27,633 

Developed  countries . 

13,250 

13,564 

13,985 

15, 124 

17, 182 

18, 183 

16,478 

18,284 

Developing  countries.... 

7,132 

7,300 

7,590 

8,056 

8,967 

9,024 

8, 145 

9,169 

Canada . 

3,810 

3,826 

4,045 

4,251 

4,915 

5,644 

5,119 

6,078 

Other  Western  Hemi¬ 
sphere . 

3,875 

3,846 

3,679 

3,692 

4,292 

4,275 

3,847 

4, 322 

Western  Europe . 

7,211 

7,237 

7,633 

8,171 

9,076 

9,177 

8,281 

8,996 

Eastern  Europe . 

165 

134 

125 

167 

340 

139 

117 

180 

Asia . 

4,187 

4,643 

4,673 

5,448 

5,803 

6,013 

5,431 

6,091 

Australia  and  Oceania... 

515 

450 

522 

565 

804 

869 

808 

739 

Africa . 

793 

850 

1,023 

1,053 

1,259 

1,229 

1,137 

1,227 

Qeneral  imports:  Total . 

15,010 

14,716 

16,382 

17, 140 

18,684 

21,366 

19,206 

23,321 

Developed  countries . 

8,951 

8,910 

10,250 

10,808 

11,894 

14,068 

12,671 

16,007 

Developing  coimtrles.... 

5,984 

5,721 

6,049 

6,247 

6,687 

7,156 

6,411 

7,150 

Canada . 

3,153 

3,270 

3,660 

3,829 

4,239 

4,832 

4,362 

5,502 

Other  Western  .  Hemi¬ 
sphere . 

3,964 

3,725 

3,931 

4,021 

4,150 

4,373 

3,920 

4,321 

Western  Europe . 

4,188 

4,062 

4,544 

4,731 

5,208 

6,155 

5,510 

7,004 

Eastern  Europe . 

81 

81 

79 

81 

99 

138 

121 

161 

Asia . 

2,721 

2,583 

2,960 

3,192 

3,620 

4,529 

4,082 

4,874 

Australia  and  Oceania... 

266 

320 

440 

502 

440 

453 

416 

551 

Africa . 

627 

671 

754 

778 

916 

875 

785 

900 

Unidentified  countries  >. 

19 

4 

14 

6 

12 

11 

10 

8 

I  Consists  of  certain  low-valued  shipments  and  some  uranium  imports,  not  identified  by  country. 

Note. — Developed  countries  include  Canada,  Western  Europe,  Japan,  Australia,  New  Zealand,  and 
the  Republic  of  South  Africa.  Deveioping  countries  include  rest  of  the  world  except  Communist  areas  in 
Eastern  Europe  (except  Yugoslavia)  and  Asia. 

Data  include  trade  of  Alaska,  Hawaii  and  Puerto  Rico. 

Source:  Department  of  Commerce,  Bureau  of  International  Commerce. 


Table  B-83. — United  States  foreign  assistance,  by  type  and  area,  fiscal  years  1946-66 
[Blimonsof  doUan] 


Net  obUcatlons  and  loan  authorizations 


Type  and  fiscal  period 

Totel 

Near 

East 

and 

South 

Asia 

Latin 

America 

Far 

East 

Africa 

Europe 

Other 
and  non¬ 
regional 

Foreign  assistance: 

Total  postwar  1 . 

122,793 

26,338 

11,677 

28,206 

3,635 

47,139 

6,799 

1962-65  average . 

6,347 

2,092 

1,216 

1,374 

443 

701 

621 

1966  1 . 

7,023 

1,746 

1,473 

2,053 

412 

634 

705 

Economic  aid: 

Total  postwar . 

86,630 

18,734 

10,654 

17,366 

3,419 

30,822 

6,545 

Loans . 

34,847 

10,637 

7,414 

3,070 

1,473 

11,996 

359 

Qrants . 

61,683 

8,197 

3,240 

14,286 

1,946 

18,826 

5,186 

1962-66  average . 

4,786 

1,754 

1,126 

736 

419 

344 

407 

Loans . 

2,662 

1,249 

739 

195 

164 

286 

19 

Grants . 

2,134 

606 

387 

540 

255 

58 

388 

1906 . 

5,616 

1,474 

1,388 

1,262 

388 

468 

635 

Loans . . . 

3,127 

1,250 

858 

234 

202 

441 

140 

Grants . 

2,489 

224 

530 

1,028 

186 

27 

444 

AID  and  predecessor  agencies: 

Total  postwar . 

42,574 

9,726 

3,668 

9,361 

1,852 

16,229 

2,748 

1962-65  average . 

21242 

859 

544 

369 

223 

3 

244 

1966 . 

2,643 

622 

647 

836 

170 

-1 

269 

Food  for  Peace: 

Total  postwar . 

14,755 

7,080 

1,649 

2,203 

977 

2,627 

418 

1962-65  average . 

1,602 

820 

189 

252 

146 

145 

51 

1966 . 

1,726 

824 

202 

293 

142 

205 

60 

Export-Import  Bank  long-term 

loans: 

Total  postwar- . 

>9,476 

988 

3,680 

976 

420 

3,247 

166 

1962-65  average . 

488 

68 

128 

78 

31 

183 

• 

1966 . 

*793 

10 

226 

109 

44 

263 

140 

Other  economic  aid:  < 

Total  postwar . 

19,725 

940 

1,768 

4,8^ 

169 

9,819 

2,213 

1962-65  average . 

465 

7 

266 

37 

19 

14 

113 

1906  . 

553 

18 

312 

25 

33 

165 

Military  assistance:  * 

Total  postwar  1 . 

36,263 

6,604 

1,023 

•10,849 

216 

16,317 

1,265 

Loans . 

630 

152 

144 

•36 

11 

127 

160 

Grants . .«. . 

35,633 

6,451 

879 

■•10,813 

206 

16,190 

1,094 

1962-65  average . 

1,661 

338 

90 

‘639 

24 

356 

114 

Loans . 

56 

7 

7 

•9 

• 

19 

13 

Grants . 

1,606 

331 

83 

•630 

24 

338 

101 

1966  ' . 

1,408 

272 

85 

•790 

24 

166 

71 

84 

5 

30 

15 

35 

Grants . 

1,324 

267 

56 

•  790 

24 

151 

36 

Addendum— Repayments  and 

interest:  • 

Economic  assistance: 

Total  postwar . 

13,146 

1,626 

2,619 

992 

327 

7,657 

124 

1962-66  average . 

1,147 

204 

249 

118 

35 

529 

12 

1966 . 

1,224 

315 

276 

162 

35 

429 

9 

Military  assistance: 

’Tow  postwar . 

352 

77 

68 

22 

4 

107 

74 

1962^  average . 

44 

10 

3 

4 

1 

16 

11 

1966 . 

50 

20 

9 

8 

1 

7 

7 

■  Includes  preliminary  1906  military  assistance  date  from  the  Department  of  Defense. 

>  Excludes  $238  million  in  guarantee  loans  purchased  in  1966  and  not  distributed  by  country. 

>  Includes  capital  subsaipticms  to  Inter-American  Development  Bank,  International  Bank  for  Recon¬ 
struction  and  Development,  International  Development  Association,  International  Finance  Corporation, 
and  Uie  Asian  Development  Bank  (1946-66,  $1,915  million;  1962-65  average,  $179  million;  1966,  $374  mil¬ 
lion)  and  Peace  Corps  (1962-66,  $359  million;  1962-65  average,  $^S2  million;  19W,  $113  million). 

*  Indudes  grant-aid  and  credit  assistance  under  the  Foreign  Assistance  Act  (FAA)  plus  military  assist¬ 
ance  grants  under  other  acts.  FAA  military  data  are  from  the  Department  of  Defense.  Annual  data  are 
for  deliveries.  “Total  postwar’’  entries  are  program  totals. 

>  Exdudes  Australia  and  New  Zealand,  shown  in  “other  and  nonregional.” 

•  Data  for  certain  programs  from  Department  of  Commerce  (Office  of  Business  Economics),  and  Depart¬ 
ment  of  ^fmse. 

Source:  Agency  lor  International  Development  (except  as  noted). 
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Table  B-84. — International  reserves,  1949,  1953,  and  1961-66 


[MiUlons  of  dollars;  end  of  period] 


Area  and  country 

1949 

1963 

1961 

1962 

1963 

1964 

1965 

1966 

Sep¬ 

tember 

De¬ 

cember 

45, 516 

51,780 

62,320 

62,  620 

66. 020 

68. 480 

69,845 

70,305 

37,240 

41,390 

53  670 

54,235 

56  675 

58._970 

59.065 

United  States . 

26,024 

23,458 

18,753 

17,220 

16, 843 

16,672 

15,450 

14, 876 

14,882 

United  Kingdom . 

1,752 

2,670 

3,318 

3,308 

3,147 

2,316 

3,004 

3,161 

3,099 

Other  Western  Europe  - . 

6,455 

la  515 

25,813 

26,965 

29,277 

32,310 

33,225 

33,794 

<34,495 

Austria . 

92 

326 

845 

1,081 

1,229 

1,317 

1,311 

1,327 

1,333 

Belgium . 

978 

1, 144 

1,813 

1,753 

1,940 

2.192 

2.304 

2,294 

2,320 

France . 

580 

829 

3,365 

4,049 

4,908 

5,724 

6.343 

6,878 

6,733 

Germany . 

196 

1,773 

7,163 

6,956 

7,650 

7,882 

7,429 

7,672 

8,033 

Italy . 

(») 

768 

3,799 

3,818 

3,406 

3,824 

4, 415 

4,585 

4,566 

Netnerlands . 

434 

1,232 

1,9.58 

1,946 

2, 102 

2,349 

2.416 

2,409 

2,448 

Scandinavian  coun- 

tries  (Denmark, 

Finland,  Norway, 

and  Sweden) . 

537 

1,026 

1,607 

1,610 

1,875 

2,382 

2,326 

2,303 

2,342 

Spain . 

(«) 

150 

886 

1,045 

1,147 

1,513 

1,409 

1,276 

1,206 

Swltierland . 

1,692 

1,768 

2,7.59 

2,872 

3,078 

3,123 

3,247 

2,934 

3,327 

Other  * . 

1,343 

1,500 

1,618 

1,835 

1,942 

2,004 

2,025 

2,115 

<2,185 

Canada . 

1,197 

1,902 

2,276 

2,  .547 

2,603 

2,881 

3,027 

2,710 

2,683 

Japan . 

(•) 

892 

1.666 

2,022 

2,058 

2,019 

2,152 

2,089 

2,119 

Australia,  New  Zea- 

land,  and  South 

1,582 

1,952 

1,847 

2,175 

2,748 

2.773 

2,205 

2,558 

8,280 

10,390 

8,650 

8,385 

9,350 

9,510 

10. 780 

11,120 

2,775 

3,400 

2,665 

2.200 

2,685 

2,815 

3,245 

2,970 

i;475 

1I200 

L505 

1,770 

2,250 

2,315 

2;  690 

2,745 

3^395 

3,840 

2,825 

2,780 

3,045 

2,990 

3,310 

31790 

*290 

i;800 

i;525 

1,550 

1,270 

1,245 

1,390 

1,455 

<  Estimate. 

>  Not  available  separately.  ^  ^  ^ 

•  In  addition  to  other  Western  European  countries,  Includes  unpublished  gold  reserves  of  Greece  and 
an  estimate  of  gold  to  be  distributed  by  the  Tripartite  Commission  lor  the  Restitution  of  Monetary 
Gold. 

*  Includes  unpublished  gold  holdings  not  allocable  by  area. 

Note.— Includes  gold  holdings,  reserve  positions  In  the  International  Monetary  Fund,  and  foreign  ex¬ 
change  of  all  countries  except  U.S.8.R.,  other  Eastern  European  countries.  Communist  China,  Cuba  (after 
March  1964),  and  Indonesia  (after  July  1965). 

Beglimlng  1959,  when  most  of  the  major  currencies  o.’  the  world  became  convertible,  data  exclude  known 
holdings  of  Inconvertible  currencies,  balances  under  payments  agreements,  and  the  bilateral  claims  arising 
from  liquidation  of  the  European  Payments  Union. 

Source:  International  Monetary  Fond,  International  Financial  Statiitiet. 
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Table  B-85. — United  States  gold  stock  and  holdings  oj  convertible  foreign  currencies  by  U.S. 
monetary  authorities,  1946-66 

[Millions  of  dollars]  ^ 


End  of  year  or  month 

Total 

Gold 

Total* 

dock  > 

Treasury 

Foreign 

currency 

holdings 

HUft  _  _  . 

20,706 

20,706 

20,529 

HU7  . 

22,868 

22;  868 

22;  754 

ia4A  _ _  . 

24,399 

24;  399 

24' 244 

1M9 . 

24,563 

24;  563 

241427 

1950 . 

22,820 

22,820 

22,706 

1961 . 

22,873 

22,873 

22,695 

1952 . 

23,252 

23,252 

23, 187 

1953 . 

22,091 

22;  091 

22;  030 

1954 . 

211793 

21;  793 

21;  713 

1955 . 

21,753 

21,753 

21,690 

1956 . 

22,058 

22,058 

21;  949 

1957 . 

22,857 

22,857 

22;  781 

1958 . 

20,582 

20,582 

201534 

1959 . 

19,507 

19,507 

19' 456 

I960 . - . 

17,804 

17,804 

17, 767 

1961 . 

17;  063 

16,947 

16;  889 

116 

1962 . 

16,156 

16,057 

15,978 

99 

1968 . 

15,806 

15,596 

15,  513 

212 

1964 . 

15,903 

15, 471 

15,388 

432 

1965 . 

14,587 

13,806 

13,733 

781 

1966  » . 

14,556 

13,235 

13,159 

1,321 

1965;  Jan . 

15,572 

15,208 

15,185 

364 

Feb . 

15,220 

14;  093 

14,937 

227 

Mar _ _ 

15, 129 

14,639 

14;  563 

490 

Apr . 

14,884 

14,480 

14,410 

404 

May _ _ _ 

14,511 

14,362 

14,290 

149 

June . 

14,595 

14,049 

13,934 

546 

July . 

14,697 

13,969 

13,857 

728 

Aug . 

14,953 

13,916 

13,857 

1,037 

Sept . i . — 

14,884 

13,925 

13,858 

959 

Oct . 

14,795 

13,937 

13,857 

858 

Nov . 

14,686 

13,879 

13,805 

807 

Dec . . . 

14,587 

13,806 

13,733 

781 

1966:  Jan . 

14,450 

13,811 

13,732 

639 

Feb . 

14,188 

13,811 

13,730 

377 

Mar . 

14,297 

13,738 

13,634 

559 

Apr . 

14;i90 

13,668 

13,632 

522 

Nfay . 

141210 

13,582 

13,532 

628 

June . 

14,251 

13,529 

13,433 

722 

July . 

14,506 

13,413 

13,332 

1,093 

Aug . 

14,618 

13,319 

13,259 

1,299 

Sept . . . 

14,504 

13,356 

13,258 

1,148 

Oct . 

14,524 

13,311 

13,257 

1,213 

Nov . 

14,370 

13.262 

13, 159 

1,108 

Dec  » . . . 

14,556 

13,235 

13,159 

1.321 

>  Includes  gold  sold  to  the  United  States  by  the  International  Monetary  Fund  with  the  right  of  repurchase, 
which  amounted  to  million  on  December  31,  1966.  Beginning  September  1965  also  includes  gold  de¬ 
posit^  by  the  IMF  to  mitigate  the  impact  on  the  U.S.  gold  stoA  of  purchases  by  foreiro  countries  for  gold 
subecriptions  on  increased  IMF  quotas.  Amount  outstanding  was  $211  million  on  Dec.  31,  1966.  The 
Unit^  States  has  a  corresponding  gold  liability  to  the  IMF. 

*  Includes  gold  in  Exchange  Stabilisation  Fund. 

Note.— Gold  held  under  earmark  at  Federal  Reserve  Banks  for  foreign  and  international  accounts  is  not 
included  in  the  gold  stock  of  the  United  States. 

Sources:  Treasury  Department  and  Board  of  Oovernors  of  the  Federal  Reserve  System. 


Table  B-86. — Price  changes  in  international  trade,  1958-66 


[1958=100] 


Area  or  commeity  class 

1958 

1959  1 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

Third 

quarter 

Unit  value  indexes  by  area 

Developed  areas 

Total: 

! 

Exports . 

100 

99 

100 

101 

101 

102 

103 

104 

106 

Terms  of  trade  > . 

100 

102 

103 

104 

105 

104 

104 

104 

104 

United  States  > 

Exports . 

100 

100 

101 

103 

102 

ita 

103 

106 

« 107 

Terms  of  trade  • . 

100 

102 

101 

105 

107 

105 

104 

106 

>  105 

Developing  areas 

Total: 

Exports . 

100 

97 

98 

95 

93 

95 

97 

97 

99 

Terms  of  trade  • . 

100 

99 

99 

97 

95 

97 

97 

97 

97 

Latin  America 

Exports . i . 

100 

95 

95 

93 

91 

94 

101 

101 

>  103 

Terms  of  trade  > . 

100 

95 

96 

95 

93 

97 

103 

102 

>  103 

'  Latin  America  excluding  petroleum 

Exports . 

100 

94 

95 

93 

91 

95 

104 

104 

•  106 

Terms  of  trade  > . 

100 

94 

96 

95 

92 

97 

105 

105 

» 106 

World  export  price  indexes  ‘ 

Primary  commodities:  Total . 

100 

97 

97 

95 

94 

100 

103 

100 

101 

Foodstuffs . 

100 

93 

91 

90 

90 

103 

106 

99 

100 

Coffee,  tea,  and  cocoa . 

100 

83 

77 

72 

70 

73 

87 

80 

85 

Cereals . 

100 

97 

96 

98 

103 

102 

105 

101 

106 

Other  agricultural  commodities  > . 

100 

105 

107 

103 

99 

103 

105 

104 

107 

Fats,  oils,  and  oilseeds . 

100 

100 

94 

97 

89 

95 

98 

108 

106 

Textile  fibers . 

100 

98 

104 

105 

101 

112 

116 

105 

108 

Wool . 

100 

106 

106 

107 

106 

127 

131 

no 

119 

Minerals . 

100 

94 

93 

92 

92 

92 

94 

96 

96 

Metal  ores . 

100 

97 

98 

100 

99 

96 

104 

no 

108 

Nonferrous  base  metals . 

100 

111 

114 

110 

109 

no 

135 

LW 

173 

Manufactured  goods  * . 

100 

99 

101 

102 

102 

103 

104 

106 

109 

I  Terms  of  trade  Indexes  are  unit  value  Indexes  of  exports  divided  by  unit  value  indexes  of  Imports. 

>  Includes  foreign  trade  of  Alaska,  Hawaii,  and  Puerto  Rico. 

*  Data  are  for  second  quarter  1966. 

*  Data  for  manufacture  goods  are  unit  value  indexes. 

>  Includes  nonfoe  fish  and  forest  products. 

Note.— Data  exclude  trade  of  Communist  areas  in  Kastern  Europe  (except  Yugoslavia)  an'*  Asia. 


Sources:  United  Nations  and  Department  of  Commerce  (Bureau  of  International  Commerce). 
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Table  B-87. — Consumer  price  indexes  in  the  United  States  and  other  major  industrial  countries, 

1955-66 


[1960-100] 


Period 

United 

States 

Canada 

Japan 

France 

Germany 

Italy 

Nether¬ 

lands 

United 

Kingdom 

1955 . 

90.5 

90.9 

92.7 

75.5 

91.4 

91.2 

88 

87.8 

1956 . 

91.9 

92.3 

93.0 

76.9 

93.7 

94.3 

89 

92.1 

1957 . 

95.1 

95.2 

95.9 

79.0 

95.6 

95.5 

95 

95.6 

1958 . 

97.7 

97.7 

95.5 

90.9 

97.7 

98.2 

97 

98.5 

1959 . 

98.4 

98.8 

96.5 

96.5 

98.6 

97.8 

98 

99.0 

1960 . /... 

100.0 

100.0 

100.0 

100.0 

100.0 

1961 . 

101.1 

100.9 

105.3 

103.3 

102.3 

102.1 

103.4 

1962 . 

102.2 

102.1 

112.5 

108.3 

105.4 

106.9 

107.8 

1963 . 

103.5 

103.9 

121.0 

113.5 

108.5 

114.8 

107 

110.0 

1964 . 

104.9 

105.8 

125.6 

117.4 

111.1 

121.6 

113 

113.6 

1965 . 

106.6 

108.4 

135.2 

120.3 

114.9 

127.1 

119 

119.0 

1966' . 

109.7 

112.3 

142.2 

123.3 

118.8 

129.9 

126 

123.5 

1964:  I . 

104.5 

105.0 

122.4 

116.3 

110.3 

119.1 

no 

111.3 

If . 

104.7 

105.6 

125.1 

116.6 

114 

113.4 

Ill . 

105.0 

106.2 

126.1 

117.5 

111.3 

122.5 

114 

114.3 

IV . 

105.4 

106.3 

128.8 

118.2 

111.8 

124.3 

114 

115.3 

1965:  I . 

105.6 

107.2 

131.4 

119.1 

113.0 

125.7 

115 

116.4 

II . 

106.4 

108.0 

136.0 

114.4 

126.5 

120 

119.3 

Ill . 

106.8 

108.9 

136.2 

115.6 

127.7 

120 

119.8 

IV . 

107.4 

109.4 

137.3 

121.2 

116.2 

120 

120.6 

1966:  I . 

108.2 

110.9 

139.6 

122.2 

117.8 

129.4 

123 

121.4 

II . 

109.3 

112.1 

142.7 

123.1 

119.2 

129.7 

123.8 

Ill . 

110.3 

113.1 

143.1 

123.8 

119.0 

126 

124.2 

IV  » . 

111.2 

113.6 

144.2 

124.5 

119.3 

130.7 

126 

125.0 

■  Eleven  month  average  except  United  States. 

•  For  other  than  Unit^  States,  data  are  averages  of  October  and  November. 


Sources;  Department  of  Labor  and  Organization 


